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Productivity and Labor Cost Trends 


OWERED unit costs through increased produc- 

tivity may be the key to maintaining high- 

level economic activity in the present period of ris- 
ing wage rates and uncertain prices. 

Little evidence exists of any appreciable reduction 
in unit labor costs since the end of the war a year 
and a half ago. In some industries no change in out- 
put per man hour has been noted. In others, where 
wartime losses in productivity were recovered or pre- 
war rates were moderately improved, steadily increas- 
ing wage rates have kept unit labor costs well above 
prewar and early wartime levels. 

Wages continue to climb, as is indicated by the 
new contracts signed in April, 1947, by four of the 
big CIO unions which provide for further increases of 
11.5 cents to 15 cents an hour. At the same time 
pressure is increasing for reduction in prices of goods. 
So while labor costs go up, prices of goods are sup- 
posed to go down. 


HOW IT WAS DONE 


In the past, better tools and machines, more effi- 
cient management, a modern industrial labor force 
and free competition provided for greater returns to 
labor and lower prices to consumers.” Although pro- 
ductivity is generally expected to advance rapidly in 
the next few years, can wage boosts and price cuts 


1While some corporations may be able to reduce profit margins 
many, particularly the smaller ones, will have to draw on past sav- 
ings or go on the rocks. Losses are suffered by some corporations 
even in boom years. In 1943, when war production was at its height, 
136,800 corporations reported deficits. A graphic analysis of profits 
and losses from 1909 through 1946 is presented in Tus CONFERENCE 
Boarp’s chart book, “Profits in the National Economy,” prepared 
by Jules Backman and Martin R. Gainsbrugh. 


*The role of productivity in raising the American standard of living 
over the past century is illustrated in “Productivity and Progress” 
published by Tue Conrerence Boarp. 


anticipate productivity gains without repercussions 
in the economy? 

Table 1 shows the change in output per man hour 
and unit labor cost since the end of the war as indi- 
cated by comparing the Federal Reserve Board index 
of production and the Bureau of Labor Statistics fig- 
ures of man hours and payrolls. 

In both durable and nondurable goods, unit labor 
costs by the end of 1946 were fully 15% above a year 
earlier and two thirds above 1939. (See Table I.) 
Output per man hour during 1946, however, declined 
4% in durable goods manufacturing and remained 
virtually the same in soft goods fields. The index for 
all manufacturing in October-December, 1946, was 
110, which compares with 100 in 1939 and 111 in the 
closing months of 1945. 


UNIT LABOR COSTS UP 


These figures indicate that unit costs for labor have 
mounted during the past seven years while output 
per man hour has changed only slightly. Neverthe- 
less, prices were kept relatively low. The wholesale 
price of commodities, other than farm products and 
food, at the end of 1946 was less than 50% above 1939 
as compared with the two-thirds increase in factory 
unit labor cost noted above and the 125% gain in 
industrial raw materials prices. 

As labor costs mounted, some manufacturers 
shifted to higher price lines where the additional 
labor required could be reflected in the sales price. 
In other instances, by reducing the quality of the raw 

1Although the use of the FRB index as a measure of production 


’ during the war was criticized by some authorities, it is believed that 


the return to the manufacture of standard civilian goods since 
August, 1945, permits its use as a measure of general movement 
thereafter. (Currently 42% of the index is based on changes in ad- 
justed man hour figures as compared with 58% in the middle of 1943.) 
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Productivity and Unit Labor Cost in Selected 
Industries 
Sources: Bureau of Labor Statistics; The Conference Board 
Index Numbers, 1939 Average=100 
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QUARTERLY 


FLOUR AND OTHER GRAIN 
MILL PRODUCTS 


1939 «(1940 ~——«194i 1945. (1946 ~—~«1947 
materials or the workmanship or both, high labor 
costs were at least partly offset. 

Economies were effected through increased utiliza- 
tion of capacity which spread fixed costs over a raised 
volume of production. The use of second and third 
shifts also cut unit costs. Shortages, official restric- 
tions and a sellers’ market reduced selling, advertis- 
ing and delivery expenses. Capital improvements in 
civilian industries practically ceased. Inventory losses 
were eliminated. These and other factors combined 
to lessen costs for items other than labor. 

Many of these temporary savings have already been 
reversed. Buyers are demanding higher quality mer- 
chandise at lower prices and prewar service. In in- 
dustries where demand has fallen from war peaks, 
the economies of lower overhead per unit are gone. 
Almost $9 billion was spent for new manufacturing 
and mining plant and equipment from July, 1945, to 
the end of 1946. Planned expenditures in factories 
alone during 1947 are estimated at $6 billion. 


SELECTED INDUSTRIES 


Examination of the quarterly fluctuations of pro- 
ductivity and unit labor cost in four industries indi- 
cates that at the beginning of 1947 labor cost per 
unit of output was still on the upward swing. In three 
of the four industries shown in the chart, unit labor 


costs in the closing months of 1946 were higher than 
at the end of the war and at least 50% above 1939. 
In contrast, productivity gains over the seven years 
were insignificant. 

In the last quarter of 1946, output per man hour 
in the manufacture of flour and grain mill products 
was 9% above a year earlier. Larger advances in pay- 
rolls resulted in a gain of 8% in unit labor costs over 
the same period. It was not until October-December, 
1946, that productivity showed improvement over 
the end-of-the-war level. During the second quar- 
ter of 1946, output per man hour declined as mills 
reported difficulties in getting supplies and were still 
confronted with the problem of converting to the 
higher flour extraction rate set on March 1. After 
a year and a half of peace, output per man hour 
was only at 1939 rates while unit labor costs were 
74% higher. Grain prices were even further above 
1939 levels. The wholesale price of wheat in Minne- 
apolis, for example, was 81 cents a bushel in 1939, as 
compared with $2.20 in October-December, 1946. In 
contrast, the wholesale price of wheat flour, Minne- 
apolis, about doubled over the period. 

The story is similar in the paper and pulp industry. 
By the closing months of 1946, productivity was back 
to about what it had been in 1939, but had not 
reached the 1940-41 levels. The index of output per 
man hour (1939100) was 99 in October-December, 
1946, as compared with 109 in the same quarter of 
1941. Meanwhile, wages were increased. The com- 
bination of these factors raised unit labor costs 77% 
above the 1939 average and 62% above the last quar- 
ter of 1941. The sharp increases in labor cost and 
raw material prices since 1939 was accompanied by 
an increase of less than 60% in the wholesale price 
of paper and pulp. 


Table 1: Output Per Man Hour and Unit Labor 
Cost in Manufacturing 
Sources: Federal Reserve Board; Bureau of Labor Statistics 
Index Numbers: 1939=100 


All Manufacturing | Durable Goods | Nondurable Goods 
Industries Industries ndustries 
Quarter A c 

Output Unit Output Unit Output Unit 

per Man| Labor | per Man| Labor | per Man| Labor 

Hour Cost Hour Cost Hour Cost 
1945: Third.....| 114.0 | 144.7 | 118.2 | 145.5 | 114.3 | 187.7 
Fourth....| 110.8 | 143.6 | 110.9 | 140.6 | 111.3 | 143.5 
1946: First..... .| 106.9 | 152.5 | 102.2 | 154.1 | 110.5 | 151.1 
Second....| 108.1 | 159.1 | 105.4 | 158.8 | 111.1 | 156.5 
Third... . 110.0 | 162.4 | 110.2 | 157.8 | 110.6 | 162.4 


Fourth....| 109.6 | 167.3 | 106.7 | 165.5 | 111.5 | 166.7 


In the leather industry, output per man hour ad- 
vanced about 15% during the war. No further gains 
took place in 1946. During the third quarter of 1946, 
curtailed production, partly caused by seasonal fac- 
tors and partly by lack of supplies as animals were 
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kept from slaughter in the previous months, was re- 
flected in a drop in output per man hour. Unit labor 
cost, on the other hand, increased 13% in 1946, bring- 
ing the over-all increase from 1939 to 54%. The price 
of hides and skins increased about 130% in the seven 
years. The 90% rise in the wholesale price of leath- 
er products was moderate compared with these gains 
in cost. 

A reversal of the upward trend in unit labor cost 
took place after the end of the war in the boot and 
shoe industry. Unit labor cost in the fourth quarter 
of 1946 was 23% lower than during the last war 
months. As production of civilian boots and shoes, 
which require less labor input than heavy military 
footwear, increased sharply, output per man hour 
advanced about 50% during this period. Even after 
considering the postwar declines, unit labor cost at 
the beginning of 1947 was still 49% above 1939. The 
increased cost of leather and the gain in unit labor 
cost was not fully reflected in the wholesale price of 
shoes which advanced about 55%. 


QUARTERLY MEASURES 


The difficulties of comparing peacetime and war- 
time productivity and unit labor cost in industries 
where the underlying composition of output was dras- 
tically altered have been discussed at length in Tur 
CONFERENCE Boarn’s earlier studies, “Trends in Pro- 
ductivity” and “Trends in Unit Labor Costs.’! Com- 
parison of quarterly fluctuation even in continuing 
civilian industries requires reservations. Since by de- 
finition, output per man hour and unit labor cost 
are dependent on relating production figures to man- 
hour and payroll series, interruptions in the manu- 
facturing process affects the accuracy of the meas- 
ures. 

Both during the war and in the postwar period, 
bottlenecks in production, caused by shortages of 
raw materials, strikes, breakdown of machinery, etc., 
temporarily stopped the usual fabricating cycle. Oc- 
casionally, several months elapsed between the ini- 
tial step and the final process. Inasmuch as goods are 
not reported as part of the production total until 
they are completely manufactured, output figures for 
a month may not reflect all the work done in that 
month or they may overstate the month’s work by 
including goods partly processed in earlier periods. 
Since actual man-hour totals and payrolls are report~ 
ed every month, the relation of the three sets of 
figures may be faulty. How accurate quarterly in- 
dexes are depends upon the extent to which produc- 
tion has been interrupted within an industry. Gen- 
eral trends should be discernible, however, if a long 
enough period is examined. 

Recent surveys of the experience in industrial plants 
further emphasize that productivity has made no 

1The Business Record, February and March, 1945. 


marked advance since V-J day in most cases. The 
large gains in output per man hour which it was pre- 
dicted would take place shortly after the war have 
not materialized. 

The results of a study made in mid-1946 by Mill 
and Factory showed that only 10% of those respond- 
ing believed that labor efficiency in their plants was 
better than before the war; 35% thought that it was 
about the same, and 55% that their labor efficiency 
was less—“some by as much as 50%.” 

More than half the companies replying to a ques- 
tionnaire prepared by THe Conrerence Boarp de- 
clared that “productivity is lower today than in the 
immediate prewar period. . . The most common 
estimate was a drop of 10% to 20%. . . .” About 
30% reported no change. Only 15% stated that pro- 
ductivity had increased.t 

“In 73% of the nation’s plants, worker productivity 
is below prewar standards—but is improving.” This 
conclusion was reached by Modern Industry? after 
questioning 200 plant administrative officers and per- 
sonnel directors. The magnitude of the decline in 
companies reporting current productivity below pre- 
war is shown in the following table: 


Amount of Decrease % of Companies 


Reporting 
Lessithan 1097. ee tent bere unten oes tis Snyate gts ah oe 15 
VBI ee EAN Ra ye SANE EG 41 
Py RETA Male eae 05-1 Paar Raa ca ARO Ske OP 26 
Morenthan SOU; tien mies oe teats astabtasaaies | abt 18 
otal vreporting 775." aS irate spe tee ein eta 100 


More than two fifth of the plants experienced de- 
clines of over 21%. An additional 40% said produc- 
tivity had dropped 11% to 20%. In contrast, three 
of every four companies with increased productivity 
estimated the gain at less than 20%. 

Two studies of man-hour output in the metal- 
working industry show similar results. Of 653 plants 
participating in a survey made by The Iron Age, 
43% reported productivity lower than before the war, 
37% said it was about the same and 20% found it 
higher. Replies to Steel indicated that productivity 
was down 10.5% as compared with 1939. Fully six of 
every ten plants showed declines averaging 21.7%. 
Almost one in four reported no change. Increases 
averaging 24% were noted by 13%. Only one 
metal-working plant in three said that the present 
trend was upward. 


HOW SERIES IS COMPUTED 


An accelerated awareness of the need to measure 
productivity in an individual company as well as to 
have an industry-wide average has been indicated in 
the inquiries received by the Board. The following 


1The Business Record, September, 1946. 
2Tssue of November 15, 1946. 
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description of the usual method of computing out- 
put per man hour is in answer to this demand. 

In instances where one item or a group of uniform 
items is being produced there is generally no prob- 
lem. The production total, in units, is divided by the 
number of man hours worked to obtain output per 
man hour; the payroll total is divided by production 
to find the unit labor cost. 

The task of deriving a statistical measure for items 
which are not homogeneous requires more detailed 
computation. The usual solution is to “weight” the 
actual production series and express the results in 
terms of an index. The actual man-hour series is also 
put on an index basis with the same base period as 
the weighted production figures. The index of output 
divided by the index of man hours yields the change 
in output per man hour since the base date. The 


index of payrolls divided by the weighted produc- 
tion index yields the change in unit labor cost. 

The production figures are statistically weighted 
when the actual output, in units, of each type of 
product is multiplied by the weight and the total is 
divided by the sum of the weights. The series chosen 
to be used as the weight must be one which indicates 
the relative importance of each type of product The 
same base set of weights is used for each date for 
which the production series is derived. 


GerTRUDE DrutTscH 
Division of Business Economics 


1Value of product or selling price reported in the Census of Manu- 
factures is usually used by official agencies as the weight. See Works 
Progress Administration, “Production, Employment and Produc- 
tivity in 59 Manufacturing Industries,” Report No. S-1, Part Two 
and Three, Philadelphia, May, 1939, for details. 


Air Travel Increases 


UR domestic air lines lead the world in mileage 

and volume. Until recently they did not feel 
any appreciable encroachment upon their overseas 
operations from European competitors. During the 
first half of 1946, our air lines carried about 94% of 
the trans-Atlantic air passengers crossing the North 
Atlantic. This dropped to 77% during the latter half 
of the year when additional foreign lines appeared on 
the scene. 

In competition with private automobiles, buses and 
railroads, domestic air lines are making gains. A com- 
parison of the record of revenue passenger miles made 
by air carriers and Pullman in 1946 shows a decline of 
23% in Pullman service and a gain of 77% for the air 
lines. (See Table 1.) 

Air transport continues to strengthen its competi- 
tive position by acquisition of more planes, both 
larger and faster. There were only about 397 planes 
in domestic service at the end of 1945. By the end of 
1946 the number had increased to 655, or 65%. 

The increasing use of large planes coupled with 
heavier traffic is beginning to complicate the airport 
problem. Many of the existing runways are not strong 
enough to take the weight of the large new planes and 
the Civil Aeronautics Administration has asserted 
that more than 150 of the 250 designated airports are 
both deficient in length and clearness of approach. 
Most of the runways were built more than fifteen 
years ago, or before the days of four-engine planes. 
Aware of these shortcomings, Congress recently 
granted the Civil Aeronautics Administration $45 mil- 


lion as the initial outlay on a $500 million five-year 
airport-construction program. 


EARNINGS DIP 


Traffic volume of domestic air lines in 1946 in- 
creased sharply over 1945. Passenger-miles flown rose 
77% while the number of passengers carried increased 
about 86%. Express and freight ton-miles were 74% 
greater than in 1945. (See Table 2.) But despite this 
impressive rise in traffic, the air lines incurred a loss’ 
of $7.2 million in 1946 as compared with a profit of 
$16.9 million in 1945. 


Table 1: Passenger Traffic of Air Lines and 
Railroads 
Sources: Civil Aeronautics Administration; Interstate Commerce 
mmission 
In Millions of Revenue Passenger Miles 


Domestic 


Air Lines as a 
% of Pullman 


POUND WOH 


Reconversion expenses are primarily responsible for 
this paradoxical situation. When the war ended the 
air lines embarked upon the greatest expansion pro- 
gram in their history. This involved extensive and 
costly training of a great many new employees, pur- 
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chase of expensive equipment, enlarging of ground 
facilities, establishment of new routes and attracting 
additional capital to finance the program. All these 
factors helped to push up expenses and to lift fixed 
charges, so that most of the air lines finished the year 
on the wrong side of the ledger. 

On top of this, wage boosts for pilots and office em- 
ployees raised operating costs still higher in the first 
quarter of 1947. Complete figures on operating re- 
sults are not yet available, but if the experience of 
most companies parallels that of the few companies 
which have so far reported, the over-all first-quarter 
picture will be depressing. 

Any first-quarter comparison must allow for the 
seasonal cut in passenger traffic. The only domestic 
scheduled air lines to realize a profit in the first quar- 
ter of 1947 were those serving the New York-Florida 
route. 


GOOD SAFETY RECORD 


The Civil Aeronautics Board recognized the un- 
favorable financial environment by approving, on 
March 21, a rate agreement among sixteen air lines 
for an increase in passenger fares of 10%—from 4.7 
cents to 5.1 cents a mile. Effective as of April 1, this 
agreement provides that no airline may reduce fares 
for at least ninety days after April 1, and flights using 


Table 2: Traffic and Operating Data of Domestic 
Air Carriers 


Source: Civil Aeronautics Board 


Number of} fail Express 


Millions of poreane Rtas Ton- |andFreight| Excess 
venue | Passenger | Passengers : 
Year Passenger Toads Castes (Thee. ties Toate 

Miles Factor! (Thou- sands) sands) 

sands) 

1938..... 480 50.4 1,197 7,449 2,182 497 
4939.73. 683 56.2 1,735 8,611 9.713 598 
1940..... 1,052 57.9 2,803 | 10,118 3,476 956 
1941..... 1,385 59.1 8,849 | 13,118 5,259 1,403 
1942..... 1,417 W2 .2 3,121 | 21,166 | 11,901 2,232 
TO43 Se 1,634 88.0 3,020 | 36,068 | 15,637 3,161 
1944..... 2,178 89.4 4,046 | 51,146 | 16,992 3,932 
1945..... 3,362 88.1 6,576 | 65,100 | 22,197 4,442 
1946..... 5,947 78.7 | 12,239 | 32,956 | 38,609 6,229 


1Number of seats occupied as a percentage of number of seats available, 


TABLE 3: DOMESTIC AIR CARRIER REVENUES AND EXPENSES 
Source: Civil Aeronautics Board 
Thousands of Dollars 


the large planes, such as DC-6’s and Constellations, 
are covered by a rate of 5.5 cents a mile for about 
four months after the agreement date. With heavier 
traffic expected, operating results are expected to 
brighten in the second quarter. The higher fares, the 
Air Transport Association estimates, will bring to the 
industry an additional $25 million in revenues in 1947. 

Four fatal accidents which occurred at the end of 
1946 aroused much concern among the general pub- 
lic about the safety of air travel. Actually, however, 
the safety record of air lines for last year was the best 
on record. The number of passengers carried in 1946 
totaled 12,239,000, as compared with 6,576,000 in 
1945 and 1,735,000 in 1939. Thus, despite a tremen- 
dous rise in passengers carried, there were only eleven 
fatal accidents in 1946, as compared with ten in 1945. 
(See Table 4.) 

The passenger fatality rate for every 100 million 
passenger miles flown by domestic air carriers in 1946 
dropped from 2.14 in 1945 to 1.24 in 1946, the best 


Table 4: Safety Record of Air Lines 


Source: Civil Aeronautics Administration 


Passenger Fatalities 


Millions of 
eas py arte Piss Per 100 Mil 
Z per Fata er 1 % 
Accidents Aicnitiant Number [lion Passenger 
iles Flown 


COMBINED DOMESTIC TERRITORIAL AND INTERNATIONAL 


1 USO aac. tacuee tee 3 30 19 2.26 
TOMO cavities apie 3 40 35 2.77 
FOLIA To sods atta kings 5 30 37 2.21 
OGG reeks 8a acc ae 5 26 55 3.14 
GAS. ONS ote che 3 41 $2 1.66 
POA) SSS abo 2 shew 4 42 65 2.48 
TOGGLE Staonal 10 25 93 2.31 
TOS6 De adie Bac 11 33 115 1.60 
DOMESTIC (INCLUDING TERRITORIAL) 
POSO Recs ath de te 2 42 9 1.19 
LOS rel ystae < aeetakes 3 37 35 3.02 
LOS UE teks sarees 4 34 35 2.32 
L949 yoo cat ele 5 QQ 55 3.66 
T94S Bie dove vaietee g 53 22 1.32 
1944 Be isis 3 29 48 2.09 
GAS Nereis tel 8 QT 76 2.14 
W946 9 ime: Races 9 34 75 1.24 
pPreliminary 


Operating Revenues 


3 ‘ Ratio of 
Creating | Onsratine | Revenues to 

Mail Other Expenses 
15,798 625 42,845 43,861 -1,017 97.7 
18,482 657 55,948 51,392 4,556 108.9 
20,090 836 76,864 70,897 5,967 108.4 
22,696 1,139 97,311 89,919 7,392 108.2 
23,447 1,717 | 108,148 81,604 26,544 182.5 
24,213 1,309 123,105 95,563 27,433 128.7 
33,317 833 160,928 124,522 36,406 129.2 
33,557 1,396 | 214,607 180,626 33,980 118.8 
21,076 3,044 | 316,277 | 321,845 —5,568 98.3 


aAir Transport Association of America, “Airlines Finance and Accounting Conference, Comparative Statement of Domestic Air Mail Carriers’ Income and Expenses.” 
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record since 1939. The rate for combined domestic 
and international operations showed a drop from 2.31 
to an unprecedented record of 1.60.1 This may be 
compared with the 33,500 killed by motor vehicles, 
against 75 in accidents of the scheduled domestic air 
lines. If international lines are included, the fatality 
figure rises to 115. Despite the impressive safety 
record, the air lines are striving to raise the safety 
factor higher; so is the Civil Aeronautics Administra- 
tion. 

Many of the fatal accidents occurred during the 
approach to an airport or landing under unfavorable 
weather conditions. This weak point is being attacked 
by installing radio, radar, and lighting aids. Also, un- 
der the new rulings by the Civil Aeronautics Adminis- 
tration, pilots must abide by any weather bureau re- 
port on ceilings at airports. Another ruling raises the 
minimum ceilings for four-engine planes because these 
large planes need more maneuvering space. Another 
cause for accidents are the short cuts which pilots 
sometimes take through mountainous regions. By not 
climbing high enough, they sometimes crashed into 
mountain peaks. 


Psychological Tests 


The air lines are weeding out persons who are tem- 
peramentally unfitted for the job of pilot or still act- 
ing under stimulus of wartime training to accom- 
plish a mission regardless of hazards. The Civil Aero- 
nautics Administration is also aware of the human 
element problem, and has contracted with the Ameri- 
can Institute of Research to set up aptitude and 
psychological tests which will measure a man’s flying 
adaptability. They will be employed in the selection, 
promotion and certification of commercial pilots. 
These tests are expected to be ready for CAA and 


1For buses, deaths for every 100 million passenger miles in 1946 
are estimated at 0.22; for trains, 0.24. 


Business 


Analysis of Railroad Operations. By Joseph L. White. New 
York: Simmons-Boardman Publishing Corporation. $5.00. 


Medicine in the Changing Order. New York: The Common- 
wealth Fund. $2.00. 


Public Investment and Full Employment. Montreal: 


International Labor Office. $2.25. 


The Limitist. By Fred I. Raymond. New York: W. W. Norton 
& Company. $2.00. 


How To Develop Your Executive Ability. By Daniel Starch. 
New York and London: Harper & Brothers. $3.00. 


How To Chart Facts from Figures with Graphs. By Walter E. 
Weld. Norwood, Massachusetts: Codex Book Company, Inc. 
$3.00. 


America’s Needs and Resources. By J. Frederic Dewhurst and 
Associates. {New York: The Twentieth Century Fund. $5.00. 


Table 5: Revenue-Miles and Passengers Flown 
in Domestic Air Carriers in 1946 


Source: Civil Aeronautics Board 


Total Number of 


Company Revenue Miles | Revenue Pas- 
Flown sengers Carried 
All American Aviation, Inc............ 17521296" Se aes 
American Airlines, Inc................| 64,061,899 2,485,589 
Braniff Airways, Inc..../...........- 11,684,821 535,807 
Caribbean Atlantic Airlines, Inc....... 417,370 49,733 
Chicago & Southern SrATais Inc. 

(Domestic Service). . NS 8,107,897 350,296 
Colonial Airlines, Inc................. 3,291,808 154,398 
Continental Airlines, Inc.............. 5,431,348 204,602 
Delta: Airlmes; Une, i260 sack ee oar seas 11,091,259 509,219 
Eastern Airlines, Inc.(Domestic Service)| 41,331,019 1,549,965 
Pioneer Airlines, Inc.............-.-- 979,312 20,677 
Hawaiian Airlines, Ltd............... 2,005,116 248,977 
InlandAirlmes; Ine. < aces sack 1,980,597 81,307 
Mid-Continent Airlines, Inc. . 5,278,893 249,672 
National Airlines, Inc. (Domestic Serv- 

ICG), SERCO tee ere eet eg eaese 9,134,334 293,099 
North East Airlines, Inc.............. 4,177,375 417,095 
North West Airlines, Inc. (Domestic ‘ 

Service) te eat ate ee 18,645,655 626,340 
Penn-Central Airlines Corporation.....} 17,692,925 1,342,890 
Transcontinental & Western 

Airlines, Inc. (Domestic Service)..... 41,020,618 885,309 
Wnited Airlines: Inc& 2 tase ees kee 54,690,844 1,754,168 
Western Airlines, Inc................. 8,613,585 479,642 
All domestic air mail carriers.......... 311,388,800 | 12,238,785 


Note: All revenue traffic statistics are reported on the basis of direct airport- 
to-airport distances. 


CAB executives to examine them by early July. If 
they are approved by officials of these two agencies, 
air line management and pilot groups will be asked to 
cooperate in working out plans for using the tests. 
Government agencies concerned with air safety are 
hopeful that the air lines will institute this new 
method of pilot selection voluntarily. 


Sumey S. HorrmMan 
Wiu11am B. Harper 


Division of Business Economics 


Book Shelf 


Proceedings of New York University Fifth Annual Institute 
on Federal Taxation. New York: Matthew Bender & Com- 
pany, Inc. $20.00. 


The American Individual Enterprise System. By The Eco- 
nomic Principles Commission of the National Association of 
Manufacturers. New York: McGraw-Hill Book Company; two 
volumes, boxed. $10.00. 


Modern Pension Plans. By Hugh O'Neill. New York: Prentice 
Hall Inc. 


Labor Fact Book. Prepared by Labor Research Association. 
New York: International Publisher’s Company. $2.00. 


Private Investment in a Controlled Economy: Germany 
oh gk By Samuel Lurrie. New York: Columbia University 
ress. $3.00. 
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Business Highlights 


CTIVITY in the steel and automobile industries 
continues to hold at high levels but a reduced 
demand for such as home appliances and other con- 
sumer durable goods suggests lowered production 
schedules in the final half of the year. The decline in 
soft goods lines is gathering momentum. 

Steel, at 96.4% of capacity, is pouring out at a rate 
of 1,687,000 tons weekly. This is only nominally be- 
low the peak peacetime production reached during 
the final week of March and only 104,000 tons below 
the 1,791,000 tons reached in April, 1944, the peak of 
wartime output. Steel production during the four 
months ended April totaled 27,991,561 net tons as 
compared with 17,631,856 in the comparable 1946 
period. A strike in the Chicago district cut national 
steel output to 91% of capacity during the first week 
of May. 


STEEL IS CRUCIAL 


Demand for steel is holding up. But the urgent 
buying to build up raw material inventories so char- 
acteristic of last year is a thing of the past. Specialty 
products, such as alloy steels and bars, are almost in 
balance with supply, while other products, such as 
large diameter tubular goods, continue tight. Some of 
the orders for certain of the larger sizes of line pipe 
will not be filled until 1950. Demand reflects the ex- 
pansion of pipe lines and installations of commercial 
and house heating by gas. Sheet-steel bookings are 
large, but output may catch up with firm orders by 
the middle of the summer. Demand for structural 
steel should decline in the face of a contraseasonal 
slackening in new building. 

Automobile production held close to 100,000 during 
April. The record for the first week of May was 108,- 
000, but shutdowns because of sheet-steel shortages 
cut output to about 93,400 in the week ended May 9. 
There is a strong possibility of an easier supply of 
sheet steel for the industry in the coming months. On 
the other hand, a slackening demand for trucks, cou- 
pled with a prospective decline in used car prices in 
the third quarter, may cause a restriction in output. 
Production of passenger cars and trucks annually and 
by quarters is shown in Table 1. 

Except for steel, automobiles, and heavy electrical 
equipment, there are definite signs that output is 
catching up with orders. This applies especially to 
household appliances. Items such as vacuum cleaners 


are plentiful and are reported to be available for 


immediate delivery. In fact, the market is being 
deluged with well-known brands. The supply of 
brand-name electric refrigerators is also rapidly catch- 
ing up with demand. Retail stores in New York City 
find it difficult to move new-brand refrigerators and 
radios even with sharp price reductions. Automatic 
washers, which were in strong demand until recently, 
are beginning to feel the impact of buyer resistance. 
One of the manufacturers is planning to cut his pro- 
duction from a rate of 50,000 units for the first half 
of the year to 30,000 units in the last half of the year. 

As a result of this decline in sales, retailers and 
buyers for department stores are deferring placement 
of orders until inventories can be lightened. Reluct- 
ance of retailers to place orders is demonstrated for- 
cibly in the rise of wholesalers’ inventories. (See Table 
2.) Comparing the first quarter of this year with the 
similar quarter of 1946, five trades showed increases 
in inventories of 100% or more. These trades in- 
cluded clothing and furnishings, full line electrical 
merchandise, furniture and lumber. Fourteen addi- 
tional trades recorded increases of 50% or more. In- 
ventories declined in only two groups—dairy products 
and optical goods. 


PRICE FACTOR IN INVENTORIES 


Part of the increase in the size of wholesalers’ in- 
ventories reflects price increases. The BLS weekly 
wholesale price index of all manufactures (1926 
equals 100) was 105.1 for the week ended April 27, 
1946, as compared with 141.1 for the week ended 
April 26, 1947. This was a gain of 34.3%. Data for a 
selected group of industries shown in Table 2 are pre- 
sented to show year-to-year changes in sales and in 
inventories. It should be noted in making compari- 
sons that the number of companies reporting sales 
differ from those reporting inventories, except in the 
stock-sale ratios. 

It appears that inventories at wholesale levels in 
April climbed even higher, if only because of the con- 
tinued decline in retail sales. Furthermore, the spread 
of the Newburyport plan of reducing prices at retail 
levels and the refusal of some retailers to replenish 
stocks until wholesalers follow through with a cut of 
10% suggests that goods will soon begin to back up 
in distribution channels at an even more alarming 
rate. 

Manufacturers’ inventories continued to increase in 
March but the rate of increase was lower than any 
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time since last June. Manufacturers’ stocks at the 
end of March totaled $21.5 billion, or $300 million 
more than at the end of February. All the March 
increment, however, occurred in the durable. goods 
industries. This continued the pattern set in Febru- 
ary when, for the first time, the bulk of inventory 
increases was centered in heavy goods industries, 
particularly machinery, transportation equipment 
and building materials. Shipments of durable goods 
industries increased moderately in March of this year. 
In contrast, the value of inventories in nondurable 


Table 1: Automotive Production, 1929-1947 
Department of Commerce 
Thousands of Cars 


Source: 


goods lines did not rise and the daily average value 
of shipments declined 3%. This decline was spread 
through all the soft goods industries. 

Most businessmen expected a contraction in the 
demand for soft goods but not so soon. The steep 
rise in prices disrupted market relationships. These 
price increases brought the slump in soft goods faster 
than was anticipated six months ago. Construction is 
also experiencing a slump because of excessive build- 
ing costs. Construction, significantly, is very sensitive 
to consumer purchasing ability and to management’s 
long-range price view. Thus the SEC expects expen- 
ditures for new manufacturing plant and equipment 
in the current quarter to drop $90 million below the 
first quarter of 1947. 


CONSTRUCTION OUTLOOK 


Early this year, the Department of Commerce ex- 
pected that construction would aggregate about $22 
billion in 1947. New private construction, it was 
estimated, would account for $15 billion of this total. 
About one million new family dwelling units were an- 
ticipated at an average of $6,000 a unit. Last week 


Ist @nd 3rd 4th i i 
Year Quart | Gamtaned Hse onal Tomer the estimates of new construction were lowered from 
PAGS GWE VGAAnS $15 billion to $12 billion. This compares with $10 bil- 
Tie ee 1,010 | 1,277 791 838 lion in 1946. : 
1980! eee aa 824 758 374 911 Construction awards are tapering off contraseason- 
Gi ea tage ret ee Soul areas ally. Contraction is most noticeable in nonresiden- 
POAT TESA oe 819 wits aia tial construction and reflects the cancellation or de- 
TRUCKS ferment of plant expansion programs which can be 
LOSS Ge 228 274 214 178 attributed for the most part to the steep rise in build- 
1939... .......--- 193 187 124 206 ing costs. Labor and material costs for commercial 
OER ar Ieee Sena 278 290 236 290 cree 3 : 
TOAG GR ee ees 193 a14 291 319 and factory buildings of brick and steel construction 
LORY Sactemens Ast 335 ea es in the Cleveland area were 180.1 of the 1926-1929 
TABLE 2: SALES AND INVENTORIES OF WHOLESALERS, MARCH, 1947 
Source: Bureau of the Census 
Sales Inventory? Stock-Sales Ratio 
% Increase % Increase 
Item 
$ Months, 1947] March, 1947 |} March, 1947 | March, 1947 March, 1947 | March, 1946 | March, 1939 
to ’ 
8 Months, 1946|February, 1947]| March, 1946 February, 194 
All wholesale heii. Bride SRR I cee err Py erga (ee QT 9 70 4 141 108 167 
Automotive supplies; 2)... /..6ss. nea aeve dewes s 17 6 64 & 191 139 254 
Clothing, furnishings, except shoes................ 37 9 106 7 85 37 143 
apes -ouner LOOtWwear, oato.< Ae, toes uel deen eh QT 8 70 1 57 44 122 
Drugs, sundries (liquor excluded)................. 7 11 14 Q 176 168 ay 
DEY POOUS es ene hee sc 04.7 o'cis «'stoa csa SteS 13 3 4 vf 179 107 243 
Electrical group. . DOE BA OI AP AID ticle 5 Oy Io 113 8 203 10 117 92 127 
Appliances, specialties.......:.............0005 116 20 70 5 85 86 ike 
Furniture, house furnishings..................... 47 6 101 12 142 82 205 
RGROCEVICA sue G SEG eB iio inc 2s os vehi nis leet Sys 8 8 50 2 159 118 154 
Wines, liquors.......... ge Ae bis o'gs ofA} GN RG reE AE -17 15 101 0 162 70 182 
Plumbing, heating supplies...................... 56 7 93 9 143 114 210 
Bewelty sheet wrtide a a > sein tinh finsah & eee eee -19 8 41 2 278 170 oe: 
Lumber, building materials...................... 76 12 137 5 87 56 178 
Machinery, equipment, supplies, except electrical. . . 38 14 45 -2 139 143 240 
Peatherishoo HAG ing6so0) v55 6.0 e. . fey ales geile + 17 36 4 308 219 


eat ote: _ number of firms reporting sales is greater than those’reporting stock, Stock-sales ratios are percentages obtained by dividing stocks at cost by sales fore an iden- 


f firms. 
ig ctype of oa data, at cost. 
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average in March, 1947, as compared with 117.9 in 


1940, according to the Boeckh index. For the same 
type of structure in the Detroit area in March, 1947, 
labor and materials would have cost 179.9% of the 
1926-1929 average as compared with 111.6% in 1940. 

Refusal to build at these high costs is reflected in 
the decline in contract awards for nonresidential 
building which were one third below last year in the 
quarter ended March. 


Shift to Rental Housing 


Awards for residential building in the first quarter 
of 1947 are running 60% ahead of the comparable 
period last year, according to the F. W. Dodge Cor- 
poration. In residential building, however, there is a 
decided shift to rental housing and away from build- 
ing single family dwelling units for sale. The Federal 
Housing Administration reports applications for mort- 
gage insurance on 825 multi-family rental housing 
projects up to April 25 totaled 32,395 units as com- 
pared with 202 such projects involving 12,962 units 
in 1946. . 

This shift to rental housing reflects the belated 
recognition by speculative builders that buyers for 
houses priced at an average of $12,000 to $14,000 are 
scarce. Also, the banks now insist that veterans have 
some equity in their homes. Veterans’ organizations, 
viewing inflated prices, urge members not to buy. 

The government has started a vigorous campaign 
to stimulate rental construction of four-family apart- 
ments or larger with the aid of government financing. 
Under Section 608 of Title VI of the National Hous- 
ing Act, the FHA guarantees up to 90% of the cost of 
land and improvements. If the land is not included, 
the FHA guarantees 100% of the improvements up 
to a cost not exceeding $1,800 per room.t These loans 
bear interest at 4% and will be amortized over a 
period of 32 years and 7 months. 

This plan appears very attractive at first glance. 
Government regulations are somewhat restrictive, as 
are high building costs. To stay within the $1,800 
per room limit, the architectural standards of these 

INot more than 91 % of net income can be used to service the loan. 
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apartments are reduced almost to substandard levels. 
Minimum requirements are 150 square feet for the 
living room, 60 square feet for the kitchen, 70 square 
feet for the second bedroom, etc. These are small 
rooms. When building costs drop builders will erect 
larger and more attractive apartments which may 
show a satisfactory return at lower rentals than would 
be required on buildings erected at current inflated 
building costs. At such a time, therefore, competition 
from these buildings would make it difficult for an 
investor under Section 608 to remain solvent. 

The banks hesitate to make mortgage loans under 
Section 608 because of small return on the govern- 
ment bonds in case of default. The mortgagor has 
to absorb the expense of foreclosure proceedings. And 
when title is transferred to FHA the mortgagor in 
turn receives ten-year debentures carrying a 244% 
coupon which is not so attractive as some govern- 
ment bonds. 

Even with inducements such as a percentage loan 
of 90%, it is difficult to visualize any sizable contin- 
ued growth in rental housing under Section 608— 
unless rental ceilings on new buildings are eliminated, 
building material prices decline, building wage rates 
stabilize and productivity of the building trades is 
restored to prewar levels. 


Materials Near Price Break 


Building material prices in the aggregate are today 
nearly double the levels prevailing when World War 
II began. Lumber has nearly tripled in price, while 
paint and paint materials have doubled. (See Table 
2.) As long as building was expanding the prospects 
for a decline in building material prices appeared re- 
mote. But with residential building slackening, a 
change in price trend will become increasingly notice- 
able. Already lumber prices are declining, especially 
in the lower grades. In the southern pine market, 
prices of green boards and framing have broken. If 
prices decline much further many small mills will have 
to shut down because of the prohibitively high prices 
still asked for logs. Many of these small mills are not 
equipped with manufacturing and drying facilities, 


TABLE .3: WHOLESALE PRICES OF BUILDING MATERIALS, 1926=100 
Source: Bureau of Labor Statistics 
Item March, February, January, March, August, December. August, 
1947 1947 1947 1946 194 194 1939 

PITT ITICS Acne ROA Ae ne kas fo Seago GING oie s 149.6a 144. 6a 141 .5a 108.9 105.7 93.6 75.0 
aU MARESIRTALOLIAUS Se. 2A Se frien Uekyle lw de oe x slens 177.5 174.8 169.7 124.9 117.8 107.8 89.6 
MUMMRA ATIC LIIGS © A0y hate Reka vciee tite dacs cstos'e 6. Fie 132.4 132.3 13272 117.4 111.6 96.7 90.5 
MTEC Se death ce OTE. hig eee cid Bese 112.3 109.9 108.3 102.3 99.4 93.4 91.3 
RMMET SESS Sia aay!s bis roth oa tal gh, dls Deeds hs Bee 269.3 263.6 249.9 167.6 155.3 129.4 90.1 
Paint and paint materials...............0..... 176.1 173.9 171.2 107.8 107.3 96.5 82.1 
pimping and heating, /s. 9 i245 cee wyis sus sds wie cia cee 117.9 AL751 117.0 95.1 93.4 89.1 79.3 
DMITEMEAL AECEL c Aah. chee Btet conoks s.o-ettitaes tar gf 197-7 ay orb 120.1 107.3 107.3 107.3 
Other building materials...................++.. 143.5 141.5 139.0 112.3 104.3 102.5 89.5 


ing the war, motor vehicles were not produced for 


aDuring neral civilian sales and the bureau carried April, 1942, prices forward. Current prices were reintroduced in the 
October, 1946, calculations. If April, 1942, prices of motor vehicles had been used in 1947 the indexes for all commodities would have been: January, 139.5; February, 142.6; 
N 147.6. 
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which forces them to dispose of their output at a 
sacrifice because buyers want quality lumber. Mill- 
work, however, is still at a premium and the scarcity 
of hardwood flooring has slowed the completion of 
hundreds of homes throughout the country. But the 
hardwood flooring situation is easing rapidly, with 
production of oak flooring stepped up to two and one 
half times as much as was produced last year. 

Thus far, wholesalers have not lowered their prices 
of Douglas fir lumber and the BLS wholesale price 
index has not been affected. The price of Douglas fir, 
dimension No. 1 common 2’x4’x16’, was $60.27 a 
thousand board feet in March as compared with 
$58.80 in February and $37.36 in March a year ago. 
However, Southern pine boards, No. 2 Common 1”x6’ 
or 8’x12’, were quoted in March this year at $71.46 a 
thousand board feet as compared with $72.42 in Feb- 
ruary and $46.03 in March, 1946. 


Higher Hourly Wage Sought 


Although the solid front of building material prices 
is cracking, hourly wage rates in the building trades 
have not been affected. In fact, the trend now is for 
even higher hourly wages in areas feeling the impact 
of a contraction in building activity. Despite a de- 
cline in building, the Building and. Construction 
Trades Council of Greater New York (AFL) has no- 
tified the Building Trades Employers’ Association of 
its desire to negotiate wage rises of 10%. 

Building trades employers would be willing to pay 
higher wage rates if productivity would increase and 
building costs could be stabilized. Most contractors 
will not accept firm price contracts but will contract 
under a cost-plus basis. Contractors even hesitate to 
accept contracts with escalator clauses, since rarely, if 
ever, is the productivity factor taken into considera- 
tion. Under the vicious circle of cost-plus contracts, 
costs do not worry the contractor and the workers 
stretch out the job longer than would be required 
under efficient operations. 

Even though contractors would make firm price 
contracts, the productivity factor still remains unre- 
solved. Age is creeping up on most of the skilled 
workers in the construction trades. This is particu- 
larly noticeable in the trowel trades. The average in 
the group in 1940 was 43.9 years as compared with 
39.4 years in 1900. This shift in average age has seri- 
ous implications for the future. Since 1910 there have 
been an insufficient number of beginners or appren- 
tices and workers under twenty years of age to replace 
even those workers who were old enough to retire. 

The average age of skilled workers in the construc- 
tion trades is steadily increasing, particularly in the 
plumbing, structural-iron and woodworking trades. 
From 38.6 years in 1900, the average age had risen 
to almost 43 years in 1940. This increase is also owing 


in large part to the fact that training of replacements 
has not kept pace with superannuation. The replace- 
ment rate has dropped off from 8.2% to 2.6% of the 
total for all ages, while the old-age group has remained 
fairly constant at 5%. 

Both the building trades and the contractors are 
aware of the labor supply problem and are trying to 
remedy the situation by encouraging enrolment of ap- 
prentices. At the end of February there were 93,035 
apprentices enrolled as compared with 91,093 at the 
end of October, 1946, or a gain of 4,186. This was a 
gain of only 2%. A breakdown of the total number 
of apprentices listed in the various building trades at 
the end of February, 1947, shows: 


Trowel trades........... ae ns ae Leary Nee See Nee 11,818 
Woodworking: «5.20 on csi ee aan eee 35,190 
Painting. 5... own satinedon.e oe Kee eae gte 7,620 
Pipe tradesit:\y.sse. . on wien coetagte as oti pie aie eames 13,724 
Blectrical: 4.54. nech.2 spat a oe ees elo aie a 14,206 
Sheet metal: ),.cte bile ve rotten ete ance el meten 6,893 
Others .j)) 226 Jessie since Ute ie ete ercon ae eee 3,584 

Total otiec 0 abso clee ental laa krcectel nc: eee 93,035 


The goal planned originally for the end of 1947 was 
160,000, but here again government regulation is a 
depressant, because of a lowering in veterans’ sub- 
sistence allowances. Apprenticeship programs were 
recognized in the GI Bill as educational courses dur- 
ing which the veteran was paid a subsistence allow- 
ance of $65 a month, or $90 a month if he had a 
dependent. The subsistence allowance plus the ap- 
prentice’s compensation from the contractor equaled 
the journeyman’s wage.’ Under present regulations, 
however, the total income is set at $175 a month for 
a single man and to $200 a month for a married man. 
The decline in construction activity will further harm 
apprenticeship training programs. 


Expect Rationalization 


Some builders regard the decline in construction 
now as most favorable. They feel that under it the 
construction industry may discard its wartime bad 
habits of cost-plus contracts, excessive prices asked 
for building materials and labor’s tendency to ask 
a full day’s pay for half a day’s work. 

Some experienced builders expect this stabilization 
to be attained before the end of 1947. Others look for 
construction activity to begin a long-term uptrend in 
the spring of 1949. The one circumstance which could 
set back the prospects of stabilization at rational ley- 
els would be the passage of legislation to launch a 
large-scale program of subsidized housing in order to 
stimulate building activity. Such action might pro- 
long the unsatisfactory price-cost-productivity situa- 
tion prevailing today. 

Wu1am B. Harper 
Division of Business Economics 


See “Skilled Labor Bottleneck in Postwar Building,” The Business 
Record, May, 1945. 
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Business Forecasts 


ERHAPS we are sliding into a depression,” declares 
Barron's. “Perhaps we are just standing on the edge of 
one taking a shuddering look.” 

The effect of a general price drop in the second half of 
1947 has been argued in all its aspects. Neil H. Jacoby, 
Vice President and Professor of Finance at the University 
of Chicago, contends that “falling prices on a wide front 
produce inventory losses, diminish profit expectations, lead 
to deferral or cancellation of property expenditures and 
through this mechanism can propagate a general decline in 
production and employment in a closely interrelated econ- 
omy. Few instances can be found in American history of 
sustained production in association with a wholesale price 
index falling more than 5% per annum.” He concludes that 
the probability is “that a recession of moderate depth and 
duration will begin in the next year,” characterized by a 
“15% decline in industrial production, and an equal per- 
centage fall in the all-commodity index of wholesale prices.” 

S. J. Flink, of Rutgers University, anticipates “10%- 
15% lower [prices] in the second half of 1947 compared 
with present levels both in durable and soft goods.” Yet 
he believes “there will be no recession,” since “the pre- 
dicted decline in prices will be the result of a balanced 
economy in high efficiency gear, rather than the product of 
overexpanded inventory and the cause of a collapse as in 
1920-1921.” He believes that “national income will be 
from $10 billion to $15 billion lower as a result of price 
adjustments now taking place and increased productivity 
per man hour which will become fully evident in the last 
six months of 1947.” He anticipates “a physical volume 
of production larger than at any time in our history.” 

Statements made by Secretary Snyder before the Senate 
Finance Committee have been interpreted as meaning that 
the administration anticipates a drop of $8 billion in na- 
tional income as a result of price reductions. Opposing the 
House-passed individual income-tax reduction bill, Secretary 
Snyder estimated revenues fon the fiscal year 1948 at $38.8 
billion based on a national income of $168 billion. The De- 
partment of Commerce estimated a current rate of $176 

. billion in January.1 When questioned on the difference of 
$8 billion, the Secretary admitted that “in the long run” 
price reductions would increase sales, “but not now because 
of shortages.” Consequently, “it would be more conserva- 
tive to use $168 billion in view of present uncertainties. The 
$168 billion estimate is neither optimistic nor pessimistic. 
We see no occasion for a serious business recession.” 


PEAK IN PRICES 


Industrial executives in key industries anticipate a price 
decline in many important raw materials. Roger W. Straus, 
President of American Smelting and Refining Company, 
stated in the latter part of April that metal prices had 


1Income payments at the end of February were at an annual rate 
of $177 billion. 


reached their peak and the next movement would be down- 
ward. However, because of sharply increased cost for labor 
and materials the future level “will be higher than the 
average before the war.” Says Standard & Poor’s: “The 
rise in commodity prices has lost its momentum suggesting 
that the third (and perhaps final) wave of advances since 
last June has now been completed. . . Indications are 
that the present leveling off in prices is on a more solid 
basis than its predecessors.” 

A little more than half of the 268 general contractors 
polled by F. W. Dodge Corporation believe that the peak 
in construction costs has been reached. Further increases 
of 11% to 12% are expected almost generally on the Pacific 
coast, and of 8.7% to 10.2% for the country as a whole. 

The United States Employment Service predicts a slow- 
down in hiring, Robert C. Goodwin, director, announced 
late in April. Total employment this spring will rise toward 
58 million, the peak established last July. “The time has 
apparently come, particularly in some soft-goods lines and 
luxury fields, when it will be more and more difficult to 
maintain current levels of employment and output at pres- 
ent prices. Furthermore, the current price level is beginning 
to affect purchasing even in fields such as construction... . 
As a result, employers in many industries are now limiting 
hiring primarily to replacement and seasonal purposes and 
are using added care in making their selections.” 


MISCELLANEOUS 


The National Association of Purchasing Agents reports 
that in April approximately 90% of all commitments fell 
into the one-to-three months’ category. One half of those 
reporting were buying on a hand-to-hand basis. A period 
of “scattered readjustments” rather than an “immediate gen- 
eral recession” is forecast. 

Expenditures for new plant and equipment, exclusive 
of agriculture, will total $13.9 billion in 1947 compared with 
$12.0 billion last year and $6.6 billion in 1945, according to 
the Securities and Exchange Commission and the Depart- 
ment of Commerce quarterly survey. Second-quarter ex- 
penditures will exceed first-quarter estimates by $100 mil- 
lion, but fall short by $200 million of the peak reached in the 
last quarter of 1946. The survey further reveals that antici- 
pated expenditures “indicate a leveling off during 1947 with 
estimated outlays in the last half amounting to $6.9 billion 
compared with $7.0 billion in both the first half of 1947 and 
the last half of 1946. Adjusting for price increases, however, 
expenditures in 1947 would probably be slightly under those 
in 1946, but higher than in 1941 or 1929.” 

Construction expenditure estimates for 1947 were revised 
downward from the $21.6 billion predicted last November. 
John L. Haynes, chief of the construction division in the 
Department of Commerce, reported that all construction 
expenditures, including maintenance and repair, will prob- 
ably range between $18.3 billion and $19.6 billion. The re- 
vised figure, excluding maintenance and repair expenditures, 
will range between $12 billion and $13 billion, compared 
with the earlier estimate of $15 billion. The value of hous- 
ing, other than farm dwellings, is expected to run between 
$4.25 billion and $4.8 billion, as against the $6 billion fore- 
cast in November. 

Rost Namwicu 
Division of Business Economics 


Selected Business Indicators 


(Annual statistics appear in “The Economic Almanac 1946-47,” page 108) 
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February 


January 


Item Unit 
March 
Industrial Production 
etal PRB) (S)peadesctmotecr « 1935-39 =100 || p 189 
Manufacturing (FRB) (S)........ 1935-89 =100 || p 197 
Durable goods (FRB) (S)....... 1935-39 =100 || p 223 
Steelkcccat nee ae tas verre te cites 000 net tons ||}p 7,307 
PUP PON Seve eis tiers, aickolotois oake 000 net tons 5,123 
Copper (refined).............. net tons 88,131 
Lead (refined)..............- net tons 51,239 
Zire; (slab) 2. cided o isie's epee ere net tons 75,376 
Glass containers.............. 000 gross 10,640 
Dunmniberiye face eaice che oete nancies million bd. ft. n.d. 
Machine tools}. .............. 000 dollars p 29,012 
Machinery (FRB)............ 1935-39 =100 || p 278 
Transportation equip. (FRB). .|| 1935-39 =100 || p 234 
Automobiles................. units 302,954 
Nondurable goods (FRB) (S).. . .|| 1985-89 =100 || p 175 
Cobtontss ees aaitetatheecien oy bales 875,124 
WE OME aie clcle ss tlerebacia'n remiss million pounds n.d. 
Hayonyarnt tors 0s ves,¢ scosaene million pounds 62.7 
Food prod., mfd. (FRB) (8). .. || 1985-89 =100 |] p 157 
Chemicals (FRB) (S)......... 1935-39 = 100 252 
Newsprint, North American. ..|| short tons 472,341 
PAPER) sotiaciais sehereless ¢ tisls aAteleys % of capacity 106.1 
Papetboards sf ac deeds sation % of capacity 101 
Boots and shoes’.............. thous. of pairs n.d. 
Cigarettes (small)*............ millions 26,336 
Mining (FRB) (S)...........--+. 1935-89=100 |lp 147 
Bituminous coal.............. 000 net tons || p 54,995 
IANUHTACILE T4205) eid ne sere eee 000 net tons ||p 4,964 
Crude petroleum!............. 000 barrels n.d. 
Electric power’... .......22--200- million kwh 4,758 
Constraction®:.4. icc iiecse ace uet 000 dollars 596,755 
Heavy engineering—Public’........|] 000 dollars 28,592 
Heavy engineering—Private’....... 000 dollars 71,512 
Distribution and Trade 
Carloadings, total®*............... thousand cars 826.4 
Carloadings, miscellaneous**........|| thousand cars 380.5 
Retail trade (NICB) (S)........... 1935-89 = 100 n.d. 
Department store sales (S).........|] 1985-839=100 || p 277 
Variety store sales (S)............- 1935-39 = 100 n.d. 
Rural retail trade (S).............. 1929-31 =100 n.d. 
Grocery chain store sales (S)*....... 1935-39 = 100 n.d. 
Magazine advertising linage....... .|| thous. of lines 5,102 
Commodity Prices 
All commodities (BLS)®........... 1926 =100 p 149.6 
Raw matertdls.t5 gt sists 0s. 1s' diets 1926 =100 p 163.2 
Semi-manufactured articles....... 1926 =100 p 145.9 
Manufactured products*®......... 1926 =100 p 148.5 
Farm products................05 1926=100 p 182.6 
ladle Aes cc ects Cie es UeY te, 1926 =100 p 167.6 
Sensitive industrial (NICB)®........ 1929=100 151.5 
Sensitive farm (NICB)®............]] 1929=100 202.9 
RECA DLICES ti) yt fysise kh oot does 1935-39 = 100 n.a. 
Securities 
Total stock prices(Standard & Poor’s)|| 1935-89 = 100 123.7 
LPTENT ty tl CASI Ug Pn A oe aerate 1935-39 = 100 127.7 
RancOBdai tc ..7. ie deen ustene 1935-39 = 100 109.9 
1 BAST Ce Rae Ni it a 1935-39 = 100 107.3 
Total no. shares traded N.Y. Stock Ex.|| thousands 25,218 
Corporate bond yields (Moody’s). . .|| per cent 2.79 
Financial Indicators 
Bank debits, outside New York City] million dollars 49,958 
New capital corporate issues........ 000 dollars 309,822 
Refunding issues.................. 000 dollars 139,824 
Comm., industrial and agric. loans’, .|| million dollars 10,986 
National income payments......... million dollars n.d. 
Money in circulation, end of month.|} million dollars 28,228 
SAdjusted for season variation 1Shipments 2Consumption; 
in data prior to 1944 4Average daily ‘Average weekly 6. W. Dodge 
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1946 Percentage Change 
March, {1st 3 Months 
Rie ah met ist $ Months 
1947 1947 
182 168 +12.5 +17.9 
190 173 +13.9 +20.2 
r 211 183 +21.9 +36.8, 
5,760 6,507 +12.3 +77.9 
3,992 4,424 +15.8 +79.6 
77,578 20,139 +337 .6 +76.8 
40,448 25,336 +102 .2 +19.4 
70,176 71,612 +5.3 47.1 
9,344 9,872 +7.8 +8.1 
2,301 1,887 +27.3¢ +24. 5¢ 
27,587 27,326 +6.2 -2.6 
iy 276 207 +34.3 +35 .6 
235 209 : +12.0 - +10.8 
262,076 90,045 +14.8 +236 .4 +308 .0 
r 174 166 —0.6 +5.4 +6.9 
TIAANTT 804,290 +4.1 +8.8 412.7 
58.5 57.3 -6.4b +12.9¢ +12. 6e 
55.9 58.3 +13.8 +7.5 +9.3 
r 162 156 0 +0.6 +1.1 
r 249 232 —0.4 +8.6 +8.7 
430,420 430,608 +8.9 +9.7 +9.8 
97.0 104.4 +0.2 +1.6 +5.6 
92 100 -1.9 +1.0 +11.6 
39,068 43,701 -7.1b -12.8¢ -6 . 84 
22,695 26,401 0 0.2 +7.8 
rT 137 137 +0.7 +7.3 +4.8 
43,746 56,849 +8.6 -3.38 +1.8 
5,080 5,492 +17.1 -9.6 -5.9 
4,725 4,719 +3.06 +1.9¢ +1. 5¢ 
4,712 3,988 0.6 +19.3 +19.5 
457,278 697,593 +35.0 14.5 +11.7 
26,637 34,171 -10.6 -16.3 +19.2 
61,577 61,824 +25.1 +15.7 +21.9 
767.2 798.6 +3.5 +3.5 +8.2 
353.8 360.1 +5.4 +5.7 +13.0 
275.0 226.6 +2.5b +25 .0¢ +25 . 2 
QT4 258 +3.0 +7 .4 +10.3 
206.7 180.1 -2.2b +6.5¢ +8. 64 
299.4 280.7 +9.7b +23.1¢ +19. 0c 
297.0 217.9, +3.16 +42 .2¢ +388. 5¢ 
3,783 4,910 +11.4 +3.9 0.1 
140.9 108.9 +3.5 +37.4 +34.6 
153.2 120.5 +5.4 +35 .4 +31.5 
136.2 100.4 +2.7 +45 .3 +43.8 
135.7 104.5 +2.6 +37.3 +35.2 
168.1 133.4 +7.2 +36.9 +31.4 
160.1 109.4 +3.5 +53 .2 +49.7 
145.9 97.1 +3.4 +56 .0 +54.2 
176.9 135.7 +10.0 +49.5 +39.8 
172.7 142.9 et) +20.9¢ +20. 8d 
125.5 141.8 -3.9 -12.8 -12.2 
128.9 144.5 -3.7 -11.6 -11.2 
118.8 153.6 7.5 -28.5 —28.1 
109.8 122.8 “3.7 -12.6 -11,1 
37,192 35,774 22.3 29.5 42.9 
2.83 2.66 +0.4 +4.9 +3.6 
52,295 43,449 +15.6 +15.0 +17.0 
668,968 128,315 +141.4 +141.5 +122.2 
105,385 307,170 +352 .2 54.5 -60.4 
10,278 T4775 +3.1 +47.0 +44.8 
15,952 12,068. -6.9b +1l1.1le +10.74 
28,952 27,879 -0.3 +1.3 +1.2 


cigarette consumption measured by tax-paid withdrawals 


1, 1942, levels. In October, 1946, current prices were reintroduced 
products would have been 139.0 and 182.5 respectively. In 1947, the January indexes would have been 139.5 and 133.5; February, 
DANgbinge pe tape es 1947, to February, bruary, 

n.a.Not available 


Revised 


rr. 


3Excludes reconstructed government shoes incl 
8Grocery and combination chain store sales _ *Thro 
On April, 1942, levels, the De- 
1947 _—cPercentage cha February, 1946, to Fe! 
*Value as traffic. indicator subject to variatic 


4 May, 1947 


_ Survey of Business Practices: 


BUSINESS RECORD 


133 


Postwar Trends in Corporate Giving 


ORPORATE contributions to colleges and uni- 

versities are not generally accepted as a proper 
expenditure of corporate funds, according to this 
month’s survey of business practices. Nevertheless, 
important exceptions are to be found where com- 
panies have been able to justify such outlays as being 
of benefit to their business. The majority of execu- 
tives replying, however, prefer to confine their com- 
pany’s assistance to research projects, scholarship and 
fellowship programs, and discounts on purchases of 
machinery and equipment by these institutions. 

The number of demands upon corporations by all 
types of agencies has grown tremendously in recent 
years, despite the end of the war and the consequent 
elimination of many wartime agencies. In addition, 
many building and expansion programs, postponed 
during the war, have been resumed so that the size 
of appeals has increased in many instances. Along 
with this, the colleges and universities of the nation 
have turned to industry for additional help as past 
sources of income have failed to meet rising costs, 
and future prospects of large individual gifts have 
been dimmed by government tax policies which 
discourage the creation of new large private fortunes. 
As a result, many corporations have been forced to 
review their policies in regard to contributions and 
have attempted to establish standards for weighing 
the merits of separate requests. 


Colleges and Universities 


Many executives recognize the critical needs of the 
colleges and universities for.funds, yet few have been 
able to justify the right of corporations to fulfil that 
need. Contributions to charitable and welfare organi- 
zations are now generally accepted as a necessary 

’ counterpart to carrying on a business, the benefits to 
a corporation of supporting those organizations which 
deal directly with the welfare of its employees being 
relatively clear cut. The more nebulous benefits re- 
sulting from contributions to colleges and universities 
are less easily defended, and have led to a wide diver- 
gence in corporate policy. 

Further, a large number of the companies replying 

have not yet been faced with the need for formulating 

a definite policy in regard to such gifts because they 
_have only been approached by colleges and universi- 
ties in isolated instances or because little pressure has 
_ been put on them to contribute. As an aircondition- 
_ ing equipment executive reports: 


“Our company has never made any contributions to 
colleges and universities but has always contributed to 
charitable and welfare organizations. I presume the 
reason why there is an apparent distinction is that the 
charitable organizations pressed us for contributions, and 
the colleges and universities did not.” 


A considerable number of the corporations which 
have been approached by colleges and universities 
indicated that they have no definite policy against 
such contributions, but most of them give preference 
to requests from charitable and welfare organizations. 
A few executives, however, believe strongly in the 
principle of corporate gifts to these institutions as a 
means of insuring their continued existence on a pri- 
vate basis. One of the executives regards them as a 
“vital part of our free enterprise system,” and feels 
that they “may turn out to be a bulwark against 
socialized education as a part of complete political 
and economical regimentation.” He goes on to ex- 
plain: 

“Our firm has made a definite contribution for the 
upkeep and expansion of privately supported colleges and 
universities during the last two years. The contribution 
has, in each year, been about equal to our total contribu- 
tion for charitable and welfare organizations. It is in 
the form of a fund to improve the teaching of economics 
and business subjects, but without commitment as to 
the regularity or extent of any further contributions to 
the fund. It is my hope and expectation that the con- 
tributions may be continued, but with the annual contri- 
bution varying in size from year to year. It seems to me 
that without such help our privately supported colleges 
and universities cannot hope to make the contribution in 
the future which they have made in the past.” 


A more typical comment, however, is that of an 
automotive equipment executive: “We have felt in 
the past that requests for funds from charitable and 
welfare organizations, if such organizations have to 
do with local problems, should take precedence over 
similar requests from colleges and universities. Our 
feeling is that anything we can do to improve our own 
community and the welfare of our employees or their 
families who may need assistance should come first.” 

In most of these companies, each request is judged 
on the merits of the particular appeal, rather than as 
a broad policy. “Educational requests are honored,” 
writes a rubber manufacturer, but in order to obtain 
support, he continues, “they must have exceptional 
merit.” 

Individual colleges or universities, because of their 
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location in the plant community or because of the 
service they offer, are sometimes supported by com- 
panies which would hesitate to contribute to colleges 
generally. Thus, a department store executive re- 
ports: “Inasmuch as we are engaged in a retail busi- 
ness, requests from local institutions, including col- 
leges and universities, naturally receive preference 
over institutions located in other cities or states.” 

Likewise, schools which are used for personnel re- 
cruitment purposes are frequently the recipients of 
corporate gifts, as are those which provide courses 
which are closely related to the work of neighboring 
plants. The former instance is typified by the reply 
of a chemical company: 


“Company contributions have been made to colleges 
and universities in one or two cases where they have been 
extremely cooperative in helping us to fill some of our 
personnel requirements, or have rendered other valuable 
services.” 


A machine tool executive relates his company’s con- 
tributions to the service provided by colleges and 
universities in augmenting the local supply of trained 
men: 


“In general, contributions to colleges and universities 
are confined to local requests from institutions which de- 
velop the mechanical ability of their students and there- 
by improve the local availability of qualified individuals 
for our engineering department and plant force.” 


Other examples of corporations which have made 
contributions to colleges and universities for special 
reasons are as follows: 


“In the last few years, when taxation on individual 
incomes has become so heavy . . . we have made con- 
tributions from time to time to two of our local colleges. 
These colleges were of a semitechnical type which gave 
instructions in subjects valuable for shop employees, or 
which were engaged in training engineers or metallurgists.” 
(Machine tools) 


beh ey 


“With one exception, our company has not made it a 
practice to make donations to colleges and universities. 
The exception is in the case of College, near 
our plant. Over the years, our management has become 
interested in its problems and a number of its graduates 
have entered our organization.” (Railroad equipment) 


+ et Oe 


“Our contributions to colleges and universities are not 
made on as broad a basis as they are to charitable causes, 
the reason being that we do not feel that we have any 
very direct connection with institutions of learning as 
such. The exceptions are the universities and colleges in 
a immediately adjacent to our plants.” (Food prod- 
ucts 


et at Se: 


“Since a store does not partake of the nature of manu- 
facturing establishments having a national scope in the 
sale of their products, the store is naturally influenced 


by activities within the area of its merchandising influ- 
ence. Thus, colleges and universities within its immediate 
area are given consideration, particularly to the degree 
that these schools are engaged in such activities as train- 
ing for business and all its ramifications.” (Retail dis- 
tribution.) 

Because of the difficulty in tracing any direct or 
indirect benefit to their company from contributions 
to colleges and universities, the largest number of 
executives indicated that all requests for funds from 
such institutions are rejected without further consid- 
eration. “It has been rather difficult,” explains a 
leather products manufacturer, “to see just how a di- 
rect financial advantage could be derived from gifts 
to colleges and universities.” A railroad equipment 
manufacturer reports that his company’s policy has 
been “not to give the stockholders’ money away to 
causes that are not of pretty direct benefit to the 
company. We have not felt that educational institu- 
tions would qualify under this test, any more than 
would the YMCA in a section of town so far away 
that it could not be used by our people.” 

An office equipment manufacturer believes simi- 
larly that “the benefits to the corporation are so in- 
direct and so questionable that I feel stockholders 
would have a legitimate complaint were management 
to make contributions of this nature.” A paper manu- 
facturer cautions that “a company might have a 
stockholders’ suit on its hands if it contributed money 
for college general endowment purposes unless there 
was a particularly direct connection between the col- 
lege and the community in which the company had 
its plants.” An executive of a textile company sees 
“some intangible value to industry in having techni- 
cal schools properly staffed and equipped,” but be- 
lieves that “the education of the next generation is 
a function of the state through tax revenues or of 
private contributions.” 


SELECTION DIFFICULT 


The decision not to support any colleges or univer- 
sities stems in some companies from the difficulties 
that would be encountered in selecting individual 
schools for support. “This corporation does not re- 
spond to requests for funds from colleges and univer- 
sities,” reports a miscellaneous metal products manu- 
facturer, “a policy we have had to adopt in order to 
relieve ourselves of the large burden of requests. It 
is very difficult to grant money to one college without 
making enemies of other institutions, or of stockhold- 
ers, directors, etc.” 

A similar objection is advanced by a food products 
company: “Our directors decided some years ago 
that it would be unwise for us to make direct con- 
tributions to colleges and universities. If we deviated 
from this policy, we would be subjected to requests 
from hundreds of colleges and universities, and each 
would be thinking in terms of the size of our total 
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business, rather than the size of the business within 
the territory from which most of its students were 
drawn.” 

Where employees represent a wide variety of 
schools, the problem becomes even more acute. “We 
have graduates of some eighty schools in our employ. 
We cannot, of course, contribute to all of these,” a 
manufacturer of heating and plumbing equipment 
points out, “and it would put us in an embarrassing 
position to contribute to one institution and to refuse 
requests from others.” A leather products company 
which supports colleges and universities restricts its 
contributions for the most part to “those colleges and 
universities from which various members of manage- 
ment graduated.” 

In the case of manufacturers who sell directly to 
schools, their position would be untenable unless a 
strict policy was followed. Thus a manufacturer of 
instruments and controls reports: “Among our other 
products, we manufacture laboratory apparatus which 
is purchased by practically every college and univer- 
sity in the country. Manifestly we cannot contribute 
to all, and to contribute to some and not to others 
would be very poor public relations.” 

A solution to this problem of selection was pro- 
posed by a food company executive; namely, that it 
might be possible at some future date to consolidate 
the drives for all colleges and universities in the man- 
ner in which local charitable organizations have been 
united into community chests. The funds thus raised 
might then be allocated by an impartial board which 
would be able to judge the need and worth of each 
participating school. However, as he points out, the 
recent attempts to consolidate the drives of the vari- 
ous health agencies into a National Health Fund high- 
light the difficulties that would be encountered were 
such a consolidation to be attempted. 


ATTITUDES OF SCHOOLS 


Several executives showed a reluctance to support 
some colleges and universities because of the attitudes 
of these schools toward American business. “We have 
not been more responsive to appeals from colleges 
for help,” writes a machine-tool manufacturer, “be- 
cause we thought local charitable and welfare needs 
had first call, and also because we fail to find a sym- 
pathetic attitude on the part of the colleges toward 
American business. Behind the screen of academic 
freedom, they seem to have more sympathy for for- 
eign ideologies than they have an understanding of 
what has made this country great.” 

A similar sentiment is expressed by a miscellaneous 
metals manufacturer who states that “our directors 
and management group as a whole is inclined to take 
a dim view toward requests for donations from those 
educational institutions which are generally known 
to harbor ‘pinks’ and fellow travelers.” Another exec- 
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utive proposes “that we should place institutions of 
learning on our list of grants provided they bring 
American thoughts to their students.” 

Still another objection by corporations to contribu- 
tions to colleges and universities is advanced on the 
ground that these institutions are not dependent on 
philanthropy to the same extent as charitable and 
welfare organizations. A manufacturer cites this rea- 
son: “As a matter of policy, this company has not 
made gifts to colleges and universities. We consider 
that such institutions, through their alumni, have 
access to funds in ways not open to charitable or wel- 
fare organizations.” 

Similarly, an office equipment manufacturer rejects 
appeals from colleges and universities in favor of con- 
tributions to such organizations as the American Red 
Cross and the Community Chest because the latter 
“are legitimate, recurring contributions which are an- 
ticipated and expected. They rely entirely upon the 
generosity of the community while colleges and uni- 
versities do have some source of revenue.” 


FUTURE POLICY 


Some change in future corporate policy in regard 
to contributions to colleges and universities can be 
seen in individual replies. Also, many executives ex- 
press concern over the possible future fate of pri- 
vately supported schools, and stress the need for re- 
taining the private character of that segment of our 
educational system. An executive of a woolen and 
worsted company sees an eventual trend toward cor- 
porate support of colleges and universities: 


“In the entire period of our company’s existence, I 
think it is fair to say that we have never made a con- 
tribution directly to a college or university. This fact 
has not been influenced by any prejudice or policy, but 
results rather from the fact that, in the past, educational 
institutions have not approached corporations for con- 
tributions. Until about a month ago I cannot recall our 
being approached for support by any college or university. 
In that. instance, we were approached by one of the lead- 
ing women’s colleges, and our reaction was that we could 
not see any justification for contributing to their national 
drive. On the other hand, because of our generous sup- 
port throughout the past of local charities and medical 
institutions, we have followed closely their tendency of 
turning more and more to corporations for aid. We 
realize this trend and can imagine that it will gradually 
involve educational institutions. It is hard to say at 
this time what our attitude might be if that situation 
develops, but we would undoubtedly be sympathetic.” 


Some executives agree in principle with the idea of 
corporate support of colleges and universities, but 
have not yet been able to make their point of view 
effective. “As to requests for funds from colleges and 
universities as compared with those from charitable 
or welfare organizations, a distinction has been made 
along narrow lines—probably too narrow,” comments 


136 


a special industrial machine company executive. “We 
feel justified in applying the shareholders’ money 
to a charitable or welfare organization from which 
our employees might conceivably benefit, but that the 
corporation would not be justified in spending the 
shareholders’ money for broad educational purposes, 
such as the support of a university, on the theory that 
the individual stockholder can, if he likes, apply his 
dividends to such a purpose, but that the corporation 
has no right to make this decision for him. This is a 
narrow point of view, for corporations need the prod- 
uct of the universities and are well justified in con- 
tributing to a school that supplies this product. How- 
ever, we have not yet progressed to the point of act- 
ing upon this more enlightened basis.” 

A hardware company executive expects that “it will 
fall to industry to give more support to colleges in 
the future than they have in the past for the good of 
the country.” A floor covering manufacturer looks to 
a change in methods of soliciting by colleges and uni- 
versities as a preliminary step to their obtaining cor- 
porate support: 


“It is possible that business might play a larger role in 
giving aid to colleges and universities if such institutions 
would solicit funds annually as do welfare organizations, 
rather than limiting themselves to periodic drives for 
large amounts.” 


Fear that government aid may destroy the free- 
dom of thought in privately supported colleges and 
universities is expressed by some executives: 


“The financial problem of privately supported colleges 
and universities is a serious one and I believe it is likely 
to become more and more difficult in the future. For 
some years it has been obvious to me, because of high 
income taxes and the almost confiscatory estate and in- 
heritance taxes, that such institutions as colleges, hos- 
pitals, art museums, etc., will be unable to receive or to 
increase the endowments or large gifts on which they 
have largely depended in the past. The present social- 
istic effect of such high taxes not only leaves very little 
remaining from large estates, but will prevent the accu- 
mulation of large estates in the future. The ultimate 
outcome appears to be a trend to some form of state 
support which would mean political control and the 
probable end of freedom of thought.” (Miscellaneous 
metal products) 


A textile manufacturer stresses the need to remem- 
ber “that a private gift to any institution can be made 
upon the basis of the donor’s confidence in the in- 
tegrity of the institution, with no conditions attached 
to the way in which the gift is to be used. It is far 
less easy,” he goes on, “for any public body to trans- 
fer public funds to an institution with the same de- 
gree of freedom. While undoubtedly some questions 
may be raised as to the effects upon college and uni- 
versity policy of large-scale gifts from business con- 
cerns, it seems true, nevertheless, that private busi- 
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ness may have to consider whether continuance of the 
support of such institutions is preferable to the alter- 
native which, as it appears to be emerging at the 
present time, is an increasing measure of assistance 
from, and therefore control by, state and federal 
agencies.” 


OTHER TYPES OF ASSISTANCE 
The reluctance of corporations to assist colleges 


and universities through monetary contributions does’ 


not extend to other fields of effort. Almost half the 
corporations replying sponsor research projects in 
schools. A considerable number have established un- 
dergraduate scholarship programs. Many have aided 
schools in acquiring machinery and equipment either 
through the donation of surplus or obsolete machines, 
or through allowing them substantial discounts on 
purchases of new machines. 

Research projects carried on in colleges and uni- 
versities through fellowships or grants are generally 


‘designed to stimulate study in a particular field close- 


ly related to the work of the company, or to provide 
the solution to a specific problem of concern to the 
company.’ Accordingly, the outlay of money for these 
projects is generally chargeable as a business expense, 
and as such is not open to criticism by stockholders 
where a similar amount donated to the school for gen- 
eral purposes might be questioned. This allocation of 
costs is justified by a textile manufacturer who be- 
lieves that “where corporations benefit by the use of 
laboratory or research activities in colleges and uni- 
versities, they should pay for the services rendered 
as they would to any engineering or research organi- 
zation operated for profit.” The benefits to the schools 
of these outlays, moreover, are not negated by their 
business purpose. Indeed, the assistance offered to 
them through these funds in strengthening their un- 
dergraduate and graduate schools has been an impor- 
tant factor in their acceptance of these programs. 
Further, the availability of college and university re- 
search facilities has enabled many companies to carry 
on research which would not otherwise be possible be- 
cause of the size of the company or the particular 
talents or equipment required for its successful pur- 
suit. 

Scholarship programs established by companies are 
less easily identified as having a direct benefit to the 
company, but, nevertheless, frequently play an impor- 
tant role in the employee-relations or public-relations 
programs of many companies, and are also regarded 
as a means of insuring a future supply of trained 
technicians. 

Other types of assistance which industry has of- 
fered to colleges and universities are described in the 

‘A more detailed description of the benefits both to industry and 
to education of fellowship and scholarship programs is contained in 


Studies in Business Policy, No. 14, “Industry-sponsored Research 
in Universities.” 
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following excerpts. They include allowance of special 
discounts in purchases of machinery and equipment, 
and in a few instances in their purchases of supplies: 
donation of surplus or obsolete equipment; provision 
of technical information; development of cooperative 
programs, etc. 


Fellowships and Scholarships 


“We have offered and provided to certain universities 
considerable financial assistance for specific research pro- 
grams.” (Instruments and controls) 


eget) Ae 


“We have, in a few instances, sponsored research pro- 
grams among institutions that were engaged in some 
type of activity close to the peculiar problems of our own 


company.” (Teztiles) 
= hh 


“On two or three occasions, we have engaged univer- 
sities to do specific research problems for us in view of the 
fact that we did not have the proper personnel or equip- 
ment in our own research department to carry out those 
programs.” (Instruments and controls) 


PoE Ae 


“Beginning in 1946, we have sponsored a research pro- 
gram . . . on a fellowship basis, but this is a business 
expense, not a contribution.” (Chemicals) 


Se i 


“We establish scholarships and fellowships in a number 
of institutions where we believe the work performed may 
be utilized in our operations.” (Chemicals) 


eae 


“This year we have a scholarship program in thirteen 
states in which we give scholarships in agriculture and 
home economics, each worth $200. In addition, we have 
some research projects in cooperation with agricultural 
colleges, and we underwrite a fellowship in support of 

_such research.” (Food products) 


CE 


“We have made scholarships available in two colleges 
and have asked these colleges to select the students to 
whom the scholarships are awarded from the local area. 
A very liberal interpretation of ‘local’ is made here as it 
embraces approximately three counties.” (Rubber and 
products) 


+. % 


“Our company has given considerable sums to scholar- 
ships, etc., but always in furtherance of the corporation’s 
specific business.” (Heating and plumbing equipment) 


a > at 


“We have established scholarships to the extent of 
four a year, or a total of sixteen, for the college course 
at an individual cost of $1,500, or at a total cost of 
$24,000. In these scholarships, the man practically makes 
an agreement to specialize in the courses which the cor- 
poration desires him to follow, and then agrees to make 


his services available to the corporation for a certain 
number of years aiter the term of his college career.” 
(Miscellaneous metal products) 


% Gude 7G 


“We pay for scholarships, but only to men from our 
own company. These scholarships are limited to two 
purely technical schools to which we look to furnish us 
with the necessary technical men we have to have every 
year.” (Textiles) 


e & # 


“This company has recently underwritten two three- 
year scholarships. . . . As a result of conferences with 
the heads of the college, it was decided that the college 
would have a free hand in regard to the selection of 
scholarship candidates and the awarding of funds.” (Mis- 
cellaneous metal products) 


x KE 


“From time to time we have made grants to certain 
universities for special research studies in fields directly 
connected with our business. A few of our subsidiaries 
have also established fellowships for students studying in 
fields directly related to our business.” (Food products) 


em a a 


“Our company has sponsored several research programs 
at universities. Some of them are for research in human 
relations; others are for research in the physical sciences.” 
(Food products) 


Pe Se 


Discounts 


“It has always been the policy of our company to allow 
discounts on all purchases by educational institutions.” 
(Industrial machinery) 


a 


“We ordinarily grant a special 10% discount to cer- 
tain institutions of learning on their purchases of equip- 
ment. We have not extended the discount to supplies 
and repair parts.” (Air-conditioning equipment) 


OF Pab ow. 


“Our corporation allows a liberal discount to colleges 
and universities on our equipment utilized for instruction 
or research purposes.” (Air-conditioning equipment) 


*«" &, *® 


“We give discounts to educational institutions on cer- 
tain types of industrial equipment which they probably 
would not otherwise be able to purchase. We give no dis- 
counts on the type of laboratory equipment which goes 
into universities generally.” (Instrwments and controls) 


4 He 


Donation of Equipment 


“We have given to the local university machine tools 
and inspection equipment which had served our purposes. 
These donations have been limited to individual pieces 
of equipment which did not have a market value to a 
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scrap dealer or another manufacturer of more than $1,000. 
We have also given several of our motors to the local 
trade school and university for laboratory tests and 
instruction purposes.” (Electrical machinery) 


on eval bd 


“We have on certain occasions contributed equipment 
to some of these institutions for use in their engineering 
courses.” (Engines and turbines) 


ee Lae 


“Tt is our practice to contribute surplus or obsolete 
equipment to colleges and universities which have sig- 
nified their desire to receive such equipment.” (Com- 


munication equipment) 
* * 


“We have made small donations of equipment and 
engines from time to time to laboratories of the various 
universities, but these have not been of a substantial 
nature.” (Automobiles and equipment) 


Other Assistance 


“We have an agreement with College whereby 
we assume part of the expenses of their research labora- 
tory in exchange for the occasional assistance of pro- 
fessors and students on research problems. Additionally 
we employ some of the professors on a consulting basis.” 
(Railroad equipment) 


* * 


“Our company has offered assistance to colleges and 
universities by cooperating with them in the training of 
their students in our plants and by furnishing them with 
information for their technical courses. We have also per- 
mitted our executive personnel to be used for consulta- 
tion by representatives of colleges and universities.” 
(Hardware) 


* + 


“We have conducted a number of plant visits from 
various universities.” (Engines and turbines) 


Cae dle 2 


“We have made an occasional contribution of raw ma- 
terials and some processed materials for experimental 
work and analysis in textile lines.” (Woolen and worsteds) 


ot ei 


“We supply, without charge, a great deal of technical 
information, literature, charts, etc.” (Atr-conditioning 
equipment) 

toe OMe, 

“A few years ago we made a contribution to a local 
university for the purpose of aiding in the establishment 
of a metallurgical course. As a considerable portion of 
our business revolves around metallurgical problems, we 
felt it would be a distinct advantage to our company to 
have that course available at that particular institution.” 
(Instruments and controls) 


Rt 3 Oe 


“We have published a textbook giving instructions on 
the installation of our type of product, which is fur- 


nished without charge to schools and colleges. Copies of 
a visual aid film are available for showing at schools 
through our sales representatives. Also, at various times, 
we have cooperated with college professors in the prepara- 
tion of general textbooks concerning our field.” (Electrical 
supplies) : 


to 


“Our company has done a certain amount of free work 
for educational institutions.” (Structural steel) 


a eS 


“Our company has offered assistance to colleges and 
universities through training of their technical engineer- 
ing personnel and by permitting engineering students to 
tour manufacturing facilities.” (Steel producers) 


+, & 


“We have assisted one school by offering technical help - 
in setting up their laboratory for teaching heating and 
air conditioning, and we also furnished them with free 
heating equipment, manufactured by us, to be used in 
their training courses.” (Communication equipment) 


Charity and Welfare 


Most executives today follow the principle of cor- 
porate support of charitable and welfare organizations 
as a recognized responsibility of their corporations. 
Only one company replying to this month’s survey 
does not regularly contribute to such organizations, 
and in this company, the stock is so closely held that 
“the board of directors feels that the shareholders as 
individuals, rather than the company, should make 
such charitable contributions and in such amounts as 
they see fit.” 

However, several executives question the propriety 
of corporate contributions, although their companies 
make such outlays regularly. One of these executives 
explained his objections on the ground that “gifts to 
welfare organizations are the obligations of individ- 
uals and not corporations. . . . If corporate manage- 
ment undertakes to do this, it will undoubtedly sup- 
port some things to which at least a portion of its 
stockholders will have serious objections.” 

The question of which organizations to support, of 
course, confronts all corporations. Many have solved 
this problem by limiting their donations on a national 
level to those agencies which are supported by busi- 
ness generally as furthering the welfare of the coun- 
try as a whole, such as the American Red Cross, and 
the now-dissolved National War Fund; and on a local 
level, to those which contribute to the well-being and 
health of employees, or to the betterment of the local 
community, such as community chests, local hospi- 
tals, and local branches of the YMCA, etc. 

In the absence of any legal statutes authorizing cor- 
porations to pay out stockholders’ money for such 
purposes, contributions can best be justified where 
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they can be shown to be of direct or indirect benefit 
to the corporation. “As trustees of the stockholders’ 
interests,” writes a lumber products manufacturer, 
“we are compelled to draw a line between contribut- 
ing to activities which have direct and indirect inter- 
ests in the affairs of the company and those that do 
not.” This viewpoint is typical of the attitudes of 
virtually all the executives replying. A heating and 
plumbing equipment manufacturer explains further: 
“Certainly such causes as community welfare organi- 
zations definitely come within this category, as do 
hospitals and many other causes where the employees 
of the corporation are favorably affected.” 

Less general agreement is shown regarding the right 
of management to contribute to the support of na- 
tional movements limited to the aid of a particular 
group, such as the drives by individual health asso- 
ciations, or sectarian groups. To contribute to one 
of these and not to all, some executives felt, would be 
showing a preference which stockholders might right- 
ly challenge. 


PREFER LOCAL ORGANIZATIONS 


Contributions to local agencies which deal directly 
with the employees in the local community are fa- 
vored by most of the executives replying. “In making 
contributions,” reports a manufacturer of abrasives 
and asbestos, “first consideration will be given to or- 
ganizations which include company employees and 
their families among their beneficiaries. Next con- 
sideration will be given to community charities organ- 
ized as a group in areas where our company has im- 
portant operations. Next consideration will be given 
to national charities or relief or service organizations 
of established reputation.” An executive of a heating 
and plumbing equipment company writes: “Our com- 
pany contributes liberally to charitable and welfare 
organizations in the communities in which it operates 
plants, our view being that such contributions are of 
help to the company’s employees and their families.” 
Other typical comments follow. 


“The fundamental basis recognized by our directors 
for contributions by our company is the benefit to our 
company’s operations, directly or indirectly. We con- 
tribute to our Community Chest because it is the only 
recognized means of doing our share to support social 
and health services necessary to our employees in par- 
ticular and to the well-being of our community in general. 
We contribute to certain particular neighbor organizations 
where they do not participate in the Community Fund 
or where they render special services to us. We do not 
feel large enough to contribute to general national causes 
which are not directly linkable to the welfare of our 
employees.” (Industrial machinery) 


“At the present time, we are facing a request for a 
contribution for a local hospital and, of course, in this 
case we would be justified in making a good contribution 
as our employees and their families would benefit con- 


siderably by having a modern hospital located in this 
vicinity.” (Machine tools) 


a et 


“The policy of our company is to use corporate funds 
only for philanthropies which serve directly the welfare 
of our employees. Of course, in national emergencies, we 
contribute to broad welfare funds.” (Food products) 


ee 


“Our company has confined its corporate gifts to those 
projects which somewhat directly affect the welfare of 
company employees. This would include: Community 
Chest, Red Cross, cancer campaign, tuberculosis sani- 
torium, and local hospital building campaigns.” (Apparel) 


Cotte Sah Ei) 


“Contributions to well-established civic affairs that will 
be beneficial to employees are, in our opinion, legitimate, 
and, by the same token, contributions to near-by hos- 
pitals.” (Hardware) 


ae 


“Our policy has been to confine contributions largely 
to charitable and welfare organizations closely associated 
locally. The American Red Cross has been the prin- 
cipal exception although it, of course, is active locally.” 


(Hardware) 


* we | 


“Our directors have adopted the policy of confining 
corporate donations to established organizations from 
whose local community operations the employees of our 
plants, and indirectly the company itself, receive some 
tangible benefits; or to such community fund-raising 
campaigns as cover nationally recognized activities such 
as the American Red Cross.” (Nonferrous metals) 


LOCAL PRESSURE 


In addition to the benefit to employees of support- 
ing organizations active in plant communities, con- 
siderable local pressure is put upon corporations to 
contribute in the communities in which they operate, 
and failure to conform could result in local ill will. 
The pressure of local demands is sometimes so great 
that corporations are forced to make local contribu- 
tions in excess of what management considers proper. 
Thus, a textile manufacturer writes: “We have al- 
ways been opposed in principle to contributions by 
corporations of earnings which belong to the stock- 
holders. It is not only improper, but is probably 
ultra. vires, too.” Nevertheless, this corporation 
makes contributions locally because “to some extent 
corporations dealing directly with the consumer are 
subject to a certain amount of ‘legalized blackmail’ 
and must contribute to charity drives to avoid local 
criticism.” 


POSTWAR TRENDS 


The end of the war marked the beginning of a 
period of review and retrenchment in corporate dona- 
tions. Many wartime agencies were eliminated, and 
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the budgets of other organizations were reduced as 
the pressure of war relief activities eased. Yet the 
over-all number of demands on corporations has con- 
tinued to rise as more and more organizations are 
turning to this source for aid. At the same time, 
the funds corporations have available to give have 
been cut by higher operating costs, and increased 
outlays attendant on a return to peacetime operations. 
Further, the net cost to corporations of contributions 
has increased as the Federal Government no longer 


shares in these costs to the extent that it did under 
the excess-profits tax and wartime income taxes. As 
a result, most corporations report that they are now. 
reviewing all requests more carefully than they did 
during the war, and in many instances are decreasing 
the aggregate amount of their contributions. 
Typical comments in regard to this postwar trend 
are shown in the following excerpts from replies: 
“Since the war, our operations have been considerably 
disturbed by shortages of material, shortages of labor, 


CORPORATE CONTRIBUTIONS TO CHARITABLE AND WELFARE ORGANIZATIONS AND TO COLLEGES 
AND UNIVERSITIES IN 1946 


Total Percentage of 
Contributions |Total Contribu- 
As a Percentage | tions Allocated 
to Colleges and 


Industry Classification 
of the Sales 


Dollar Universities 


Primary Products 
Liver role 1g ai, Py aaa, eae iN ae ma 80% 0 


Nonferrous metals and products........ 2.20 


Petroleum and products............... 13 


a 
0 

7 

9 

: b 
pteek. producers: tac y-aceeaitie ues a2, 22 
0 
MirscellaricOUs son Sus poet lle te wane 1.00 b 
b 

0 


Metal Manufactures 
Air-conditioning equipment........... 15 


b 
0 
Automobiles and equipment........... 80 0 
0 
Communication equipment............ 10 0 

b 


Electrical machinery.................- .50 40 


Electrical supplies..................0- 50 0 


Industrial machinery: 
SGremeralqecg Sy Ber.iBid oP sas steere atte . 80d 


2 


IPOCIAMZERLS: aAsicis Vos SielerteeK 20k tite rie 75 


Instruments and controls.............. 25 
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Machine, todlses ps ea ote. ic bene L765 


2 


2 


Mficecequipments.oo a... 4.acs os onan 30 


Total Percentage of 
Contributions |Total Contribu- 
Asa Percentage | tions Allocated 


Industry Classification 


of the Sales to Colleges and 
Dollar Universities 
Metal Manufactures (continued) 
Railroad equipment. ...............+- 40% 0 
.10e n.d. 
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.10 0 
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change-over expense, and terrific increases in costs, so 
that our margins have been substantially reduced and 
_ we have scrutinized requests for contributions more care- 
fully than we did prior to or during the war.” (Automo- 
biles and equipment) 
% & ¥ 
“Because of closer cost control and increased requests 
for contributions, we have been more cautious in making 
contributions to charitable and welfare organizations.” 


(Electrical machinery) 
se ee 


“The magnitude of our readjustment to peacetime con- 
ditions has resulted in an operating loss and has obliged 
us to curtail our contributions to a minimum.” (Instru- 


ments and controls) 
+ %*& * 


“The company has cut down on all of its contributions 
since the end of the war owing to the change in the tax 
rate, elimination of renegotiation of war contracts, and a 
drastic reduction in the company’s earnings.” (Special 
industrial machinery) 

te ~ # 

“The contributions made by our company have. been 
greatly reduced because of the reduction in gross and 
net earnings.” (Structural steel) 


eh ee oe. 


“There has been a decided change since the end of the 
war in our treatment of requests for contributions. I 
suppose this was due to the uncertainty at the time of the 
change-over from war to peace as to just what amount 
we were going to be able to give for these purposes; also 
the knowledge that the needs of some of these organiza- 
tions were not so great in peacetime as they were during 
the war. Another reason was, of course, the knowledge 
that our Uncle Sam was contributing about 80% of the 
amount we gave up to the end of 1945 through the me- 
dium of the 80% income-tax bracket, whereas in 1946 
he contributed only 38%.” (Air-conditioning equipment) 


siete 


“The company’s contributions have decreased both 
dollarwise and as a percentage of net sales since the end 
of the war. The main reason for this decrease has been 
the reduced budgets of our community funds. Of course, 
the elimination of excess-profits taxes and renegotiation has 
stopped us from thinking that most of the cost of any 
donation was being paid by the government.” (Miscella- 
neous metal products) 


In relation to net sales, however, corporate dona- 
tions are still at about the level which prevailed in 
1943 and 1944. A study of “Company Policies on 
Donations” published by the National Industrial 
Conference Board in 19451 showed that the median 
contribution of more than 250 companies reporting 
for 1943 amounted to .10% of net sales. The follow- 
ing year, the same median percentage was reported 
by 236 companies. Data are not available to show 
the average size of corporate donations in 1945, but, 
on the basis of available information, contributions 

1Studies in Business Policy, No. 7. 
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appear to have reached a peak in relation to net 
sales. In 1946, with a sizable number of companies 
reporting a drop in total contributions, the median 
for 96 companies amounted to .185% of net sales. 

These figures must be judged in the light of other 
factors which have appeared in corporate giving and 
which have influenced total gifts. Corporate policy 
has crystallized to a greater degree, and the range in 
total contributions has changed considerably since 
the earlier study was completed. Thus, in 1943, con- 
tributions ranged from .0002% of net sales to 3%; in 
1944, this range was .001% of net sales to 4%; by 
1946, contributions varied from .03% of net sales to 
4%. 

Another tendency which has appeared in more re- 
cent years is an attempt by corporations to maintain 
a constant level of contributions, or to relate them 
to needs. Relating contributions to earnings results 
in larger gifts in periods of prosperity when, presum- 
ably, the need would be less, and smaller gifts in de- 
pressions, when the need would be greater. This mo-- 
tive is cited by a hardware company executive who 
writes: 

“The size of our contributions has not been influenced 
by the profit and tax situation during recent years. In 
other words, we have felt a responsibility for giving on a 
basis which we can continue year in and year out so far 
as these charitable agencies are concerned, because we feel - 
that our responsibility should be a continuing one rather 
than a fluctuating one.” 


A similar desire on the part of a nonferrous metals 
company has resulted in the creation by the com- 
pany of a charitable trust, with the officers of the 
company acting as co-trustees with a local trust com- 
pany. “At the time,” writes the president of this 
company, “we felt that the local organizations were 
getting along very nicely with what support we were 
giving them, but we wanted to set aside larger 
amounts so that in depression years we would be 
able to continue our support of these local organiza- 
tions, and perhaps even increase it.” 

Another executive believes that the ability of agen- 
cies to obtain funds from individual sources should be 
considered in determining the measure of corporate 
support to be given. “Because of the high levels of 
wages and employment,” he comments, “our com- 
pany has felt that contributions to charitable and 
welfare organizations can be somewhat lower than 
in periods of depression, and the cost of operating 
such organizations should be met, to a larger extent, 
in this period by individual contributors.” 


YARDSTICKS FOR CONTRIBUTIONS 


Many efforts have been made by corporations to 
find an equitable yardstick for determining the 
amounts to be contributed but few have been suc- 
cessful. An automotive equipment company, for ex- 
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ample, reports that “considerable effort has been put 
forth locally in attempting to arrive at a formula for 
giving to the community chest which would be ac- 
ceptable to industry at large in this community. 
There is considerable thinking in favor of an amount 
per employee, but arriving at such a formula involves 
a lot of discussion relative to the accuracy and ade- 
quacy of philanthropic organizations’ budgets, the 
result being that no decision has yet been reached.” 

Another company, manufacturing electrical sup- 
plies, questions the acceptability of such a formula, 
were one developed, by the welfare agencies them- 
selves. This company reports that “in the past, con- 
sideration has been given on several occasions to a 
formula which might be applied, either on the basis 
of sales, capital investment, etc., as representative of 
the amount of contribution to local agencies and wel- 
fare funds. No solution along these lines seems in 
prospect.” 

While not intended as a yardstick, the accompany- 
ing table indicates some degree of uniformity in total 
contributions by individual companies. Of the ninety- 
six companies reporting total contributions as a per- 
centage of net sales, slightly less than three fifths 
contributed between one tenth and three tenths of 
one per cent, and two fifths of these contributed ex- 
actly one tenth of one per cent of sales to charitable 
and welfare organizations and colleges and universi- 
ties. In 1943, about two fifths of the more than 250 
companies reporting contributed between one tenth 
and three tenths of one per cent; in 1944, the group 
falling in this range represented slightly over two 
fifths of the total reporting. 

Chain stores, as was shown in the earlier study 
on donations, are among the few groups which have 
developed fairly well-established procedures in regard 
to contributions. One method adopted is the creation 
of chain-store councils in the various states to work 
directly with the quota-setting committees in the 
individual communities and to assist them in deciding 
on local quotas for the chains which will enable them 
to bear their fair share of the local burden and yet 
will not place an undue burden on them because of 
their national character. A number of chain stores 
base their total contributions on gross sales in rela- 
tion to profits. Because of different needs and con- 
ditions in separate localities, these formulas cannot 
be applied on a rigid basis in all communities. How- 
ever, they are used to act as an over-all control on 
contributions by all branches. 

Selected comments from executives regarding the 
methods used by their companies in determining con- 
tributions are given below. 


“Our total budget for contributions is based upon: (a) 
a percentage of the fund to be raised by the charitable 
or welfare organization; (b) a certain number of dollars 
per employee in the company; (c) a percentage of the 


estimated or budgeted annual company profit. This has 
worked out satisfactorily over the past several years.” 
(Steel producer) 


2 


“In those drives where the corporation has a direct or 
indirect interest in the beneficiaries, I think their con- 
tribution should reflect the percentage of their local em- 
ployees to the local population where the funds are being 


raised.” (Teztiles) 
* %%¢ 


“Without specific action by our board of directors to 
the contrary, in any fiscal year we limit our total con- 
tributions to one half of one per cent of our net ship- 
ments, or $25,000, whichever is higher.” (Instruments and 


controls) 
oe > 


“We have for some years followed the practice of estab- 
lishing a flat figure to be disbursed on the recommenda- 
tion of a small committee.” (Miscellaneous primary prod- 
ucts) 


YT SES oe 


“We have set up an allotment of $75 per store through- 
out our entire company, with instructions that this money 
is to be given to health and welfare agencies of recog- 
nized standing. We have a definite policy throughout 
the company against contributions to capital fund drives.” 
(Food products) 


Ca AN 


“We stick pretty closely to the 5% of profits before 
taxes allowed corporations as a deduction.” (Foundries) 


Ea ae 


“Each request is reviewed on its own merits from the 
information we have on hand and, frankly, no great 
amount of time is spent in investigating and reviewing 
the individual request. As a consequence we limit our 
contributions largely to the local Community Chest con- 
cerning which we have first-hand knowledge.“ (Automo- 
tive equipment) 


ee 


“Our procedure in making a donation is as follows: 
(a) all requests are made to the controller; (b) the 
controller investigates the organization either through 
the local Better Business Bureau or asks the agency for 
a current financial statement and a forecast of their 
future requests; (c) representative companies in the 
community are called and are asked what contributions 
they are making to the same or similar organizations; 
(d) after this information is compiled, the request is re- 
viewed by the board of directors and an amount is de- 
termined; (e) the donation is then granted.” (Electrical 
machinery) 


a ae 


“We attempt to make gifts in relation to our invested 
capital and to what we conceive to be our obligations 
and not according to our profits.” (Miscellaneous primary 
products) 


* * & 


“During the current year, our company has set up a 
contributions committee, the purpose of which is to make 


a 
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recommendations to the president of the company regard- 
ing contributions. It is our plan to recommend a budget 
for each of our mill communities and sales offices, in addi- 
tion to the budget for our main office. The expenditure of 
the funds represented by each budget will then be left 
entirely to the discretion of the individual mill managers 
or the director of the sales office in question. In this 
way, we feel that the total amount of our contributions 
will be decided by top management as a matter of policy, 
but the actual distribution of the funds, which involves 
considerable detail work, will be delegated to the indi- 
viduals more familiar with local conditions.” (Paper and 
products) 


EK 


“Before the beginning of each fiscal year, we establish 
a contributions budget, in which are listed those specific 
organizations to which we expect to contribute during 
the year and the amounts to be paid out, plus a very 
sizable discretionary fund to cover the many demands 
which turn up unexpectedly during the year.” (Chemicals) 


EK, 


“Our method of arriving at the amount to give to 
any of the major causes in town, such as the Community 
Chest, the YMCA, the Red Cross and similar drives, has 
been worked out carefully over a number of years. In 
our city, the industrial concerns contribute a very sub- 


stantial portion of each drive because it is mainly an in- 
dustrial town. 

“After the budget committee of any such drive has 
carefully determined the amount of the budget it needs, 
representatives of eight or ten leading companies in the 
city are usually invited to have the budget carefully ex- 
plained to them. Then the percentage of the budget, usu- 
ally in the neighborhood of 40%, which is to be obtained 
from corporation gifts, is calculated, and on a formula 
of what the leading companies do, figures are set down 
for each of the important companies in the city. They 
are then given an opportunity to determine whether 
they believe their companies can afford to give that much. 
If they decide they can, the program is carried out along 
these lines. This method has proven effective because the 
boards of directors of the different companies know that 
their share of the program has been carefully calculated, 
thus assuring fairness in the distribution of the load.” 


(Nonferrous metals) 
* %* * 


“Many foundrymen have already made their contri- 
butions to the Foundry Educational Foundation Cam- 
paign on the basis of $1.00 per employee, per year, for 
three years.” (Foundries) 


Heten A. WINSELMAN 
Division of Business Practices 


Excerpts from Replies to Survey of Business Practices 


PRIMARY PRODUCTS 
Foundries: No Distinction Made 


“Our contributions committee has always felt that mon- 
jes this company can afford to contribute should be applied 
and used in matters concerning local bodies. We have a 
program with one of the colleges in our state to which we 
make monetary contributions for general work and with 
which we have an arrangement for giving employment to 
its students.” 


“The only distinction we make between requests is based 
on our opinion as to the relative merits of the services we 
are requested to support. Some years ago, we sponsored 
a fellowship at a university as a memorial to one of our 
officers. We are now planning to establish one or more 
scholarships under the training program initiated by the 

Society. The plan under discussion is to award 
the scholarship on the basis of merit to a selected or re- 
stricted group.” 


“We are disposed to support activities that serve our 
own city and county. However, we have supported research 
activities outside of our county in which we have a techni- 
cal and manufacturing interest. When we make such contri- 
butions, we do not regard them in the light of charitable 
contributions. They are definitely items of expense which 
we can legally deduct before calculation of taxes.” 


“We make no distinction between requests from colleges 


and universities as compared with those from charitable 
or welfare organizations.” 

“Qur company contributes when, where, and in the 
amount we deem deserving and necessary to charitable and 
welfare organizations, but does not contribute to colleges 
and universities.” 


Nonferrous Metals and Products: No Contributions to 
Colleges 


“Tt has not been our policy to contribute to the upkeep 
and expansion of privately supported colleges and universi- 
ties. If corporations started to recognize certain meritorious 
individual cases, the aggregate appeal would call for an 
amount entirely beyond reasonable limits, Our company 
has always felt inclined to cooperate with colleges, universi- 
ties and schools by making materials required for the con- 
struction of scientific equipment available promptly and 
at reasonable cost. There have also been occasions when 
we have supplied samples of our products as permanent 
exhibits. Our technical and research people are always ready 
to receive and assist student bodies who are seeking infor- 
mation in the uses and applications of nonferrous metals.” 

“We have engaged a number of universities to assist us 
in research work. We have never been approached by any 
colleges or universities to extend our support in the way of 
endowments and gifts.” 

“Considerable time and money have been spent, particu- 
larly during the war period, in connection with Red Cross 
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drives, Boy Scout movements, providing Junior Achieve- 
ment facilities and guidance. We have had no requests of 
note for assistance from colleges or universities. Few, if any, 
businesses could see any direct benefit from contributions 
directly to colleges unless, perhaps, for research on problems 
in which they might be interested. Unfortunately, a selfish 
motive would have to be the basis of any sizable gift by 
any corporate enterprise since officials are responsible to 
stockholders.” 


Petroleum and Products: 
Colleges 


Monetary Support for 


“We are keenly aware that all contributions made in any 


- of these categories must be based on the theory that they 


represent a justifiable expenditure so far as the interests of 
our stockholders are concerned. At the same time we realize 
that the company’s progress is in very large measure de- 
pendent upon the environment which surrounds its opera- 
tions. Personal income-tax rates are now so high that 
wealthy individuals cannot be depended upon to support 
educational institutions to the same extent that they have 
in the past. Corporations must in the future carry an in- 
creased part of this burden if we are to avoid another step 
in the direction of state socialism.” 

“We have made contributions in the past to certain insti- 
tutions of learning when the cause was deemed worthy and 
we felt that there was no conflict with our own interests in 
doing so. Generally, we do not contribute to colleges and 
universities except when funds are being raised for some 
special purpose, such as the building of a medical center, 
or similar cause that would have a humanitarian aspect. We 
sponsor graduate fellowships in various schools throughout 
the country and also contribute substantially, through the 
American Petroleum Institute, toward research programs, all 
of which are carried on in colleges and universities. When 
it seems appropriate, special research projects in universi- 
ties are financed by our corporation. There are likewise 
instances when certain of our research and engineering staff 
are permitted to lecture at colleges and universities. There 
have also been instances where obsolete equipment has been 
loaned or donated to such institutions.” 

“We have contributed to university research programs 
principally through grants and in a few instances have estab- 
lished short-term scholarships.” 

“Support of education, religion, etc., has been regarded 
as most proper when it comes from the individual pocket- 
book. Within the last few years our company has estab- 
lished a considerable number of fellowships and scholarships 
for the purpose of stimulating research and increasing the 
number of trained scientists. We-also supply exhibit cases 
to educational institutions to aid them in teaching the facts 
about petroleum refining and we furnish a great deal of 
our technical literature on request to teachers in both col- 
leges and secondary schools.” 

“Major contributions go to the Red Cross and the Com- 
munity Chest. It is not our policy to donate funds to pri- 
vately supported colleges and universities although from 
time to time we have given them financial assistance through 
the sponsorship of research projects and programs. We 
have also made available to them oil field and refinery 
equipment for use as practical teaching aids in engineering 
studies,” 


Steel Producers: Over-all Limit on Gifts 


“Owing to the tremendous demand for funds by every 
conceivable organization, we have adopted a firm policy 
of contributing to the local Community Chest and the Red 


Cross drive, as our branches, warehouses and plants are 
located throughout the country.” , 


“Our policy since the war has been to limit contributions 
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to the Community Fund, the Red Cross and such other — 


activities as directly touch the interests of the stockholders 
of the company. We have contributed to the technical de- 
partments of universities where their activities and particu- 
larly their locations made them of direct interest to this 
company.” 5 

“Contributions to educational institutions have been con- 
fined to technical schools which might have some beneficial 
effect on the company’s business.” 


METAL MANUFACTURES 


Automobiles and Equipment: Reduction in Over-all 
Contributions 


“We have always felt that contributions to privately 
supported colleges and universities were not within the 
function of a corporation. We can see that there might 
be a reasonable basis for such donations if the corporation 
required some special research which could be carried out 
to better advantage in a university laboratory than in its 
own. Following the end of the war, we started to reduce 
wherever possible the contributions which we had made 
during the war years in anticipation of more competitive 
business which is likely to occur at any time.” 


“From a policy point of view we have made no distinc- 
tion between requests for funds from colleges and universi- 
ties as opposed to requests from welfare organizations. The 
only change which has been made in the treatment of 
requests since the end of the war has been in line with 
our general policy of examining all our costs more carefully.” 


“Our company has made contributions to ————— Uni- 
versity, which is located in our own community, both for 
general purposes and specifically in sponsoring the univer- 
sity research programs.” 

“We have had very few requests for funds from colleges 
and universities, and we have not responded to them. We 
do, of course, contribute to charitable and welfare organi- 
zations, the distinction being that the latter are in cities in 
which we operate and we feel it desirable to do our civie 
duty. We have not sponsored university research programs 
or in any other way given assistance.” - 


“In the past the directors of our corporation have made 
their contributions to colleges and universities on a personal 
basis and, since each had his favorites, we refrained from 
making any in the name of the corporation.” 


Electrical Appliances: Scholarship Program 


“In the case of contributions to educational institutions, 
we would want to be certain of a direct tangible benefit to 
the company either through the participation of employees 
or their children in the school’s program or from the stand- 
point of commercial relations with the school for the pur- 
pose of recruiting college graduates or for other commercial 
factors. For these reasons, our interests would normally be 
limited to technical schools. In regard to charitable contri- 
butions, usually they are community wide in scope and the 
direct tangible benefit to the company is less evident. The 
reason for granting company support here is more from 
the standpoint of good citizenship or interest in general 
community problems. Our company has offered other types 
of assistance to universities and colleges. We have devel- 
oped a graduate study program with a number of universi- 
ties for the benefit of our technical employees and also vari- 
ous scholarships are available throughout the company. We 
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also make available to colleges and universities many kinds 
of teaching aids, and we sponsor several university research 
projects. The company offers an educational discount on 
products of the company used in the schools and laborator- 
ies and in certain instances contributes surplus and used 
electrical equipment. Our total contributions budget is nor- 
mally determined by obtaining from our managers in the 
various communities their recommendations as to payments 
they think the company should make in the community in 
the interests of sound community relations. These requests 
are reviewed at headquarters by an executive committee 
and a recommendation made to the board of directors. 
Requests which are national in nature are determined by 
headquarters management subject to approval of the board 
of directors and allocations of the amount approved are 
made to each of our various plants for payment locally.” 


“We have a definite policy not to make any financial con- 
tributions to educational institutions. We have on some oc- 
casions contributed toward research programs in educational 
institutions, in most cases sponsored by technical societies, 
where there has been some indication of benefit to the com- 
pany through increased information or data on the particu- 
lar subject involved. We also have a definite plan for offer- 
ing scholarships to employees and sons of employees but we 
do not make any direct contributions to educational institu- 
tions for such scholarships. For several years we have also 
had a practice of allowing discounts on the purchase of 
equipment or supplies which will be used by educational 
institutions in their laboratories on the theory that the use 
of our equipment helps to acquaint the students with our 
apparatus. There has been no appreciable change since the 
end of the war in our treatment of requests for contribu- 
tions, with the exception that we have declined to support 
a eae agencies previously included in the National War 

und. 


Electrical Machinery: No Rigid Policy 


“We have no rigid policy for dealing with requests from 
colleges and universities. Our company feels obligated to 
support certain activities of definite value to the employees 
and to the community in which the company is located. 
For example, we regularly support the Community Fund 
and both annual and special Red Cross drives. We seldom 
give anything to the Salvation Army. We make occasional 
capital fund donations to such local organizations as the 
YMCA, local settlement house and our local hospital. We 
make no contributions to religious organizations. We occa- 
sionally make contributions to University build- 
ing funds and make regular payments in support of a co- 
operative course and the industrial relations section of 
another school.” 

“We do not make any distinction between requests for 
funds from colleges and universities and those from chari- 
table or welfare organizations. We are a small company 
and therefore have not established any type of fellowship 
or scholarship.” 

“Our company regularly makes contributions to chari- 
table and welfare organizations but none to colleges and 

universities. The reason for making this distinction is that 
we cannot contribute to all such organizations requiring 
assistance.” 

“The main factor used in deciding contributions is: 
whether they will be for the well-being or advancement of 
our employees. Our company has given discounts to vari- 
ous colleges and universities on their purchases of equip- 
ment and we have also helped by supplying teaching aids 
and other work of this type. There has been no change 
in our policy on contributions since the end of the war ex- 


cept as the need has changed.” 


Hardware: Benefit to Company Main Factor 


“The use of stockholders’ funds for corporate subscrip- 
tions is justifiable only when beneficial either directly or 
indirectly to the corporation. For example, we contributed 
quite liberally to a local university to help build, equip and 
operate an engineering department, but we do not contrib- 
ute to the college upkeep.” 


“Any giving beyond the direct requirements of the busi- 
ness should be done by the stockholders and not by the 
corporation. The only exceptions to that have been the 
Community Chest and the Red Cross. As far as educa- 
tional institutions are concerned, we have not participated 
in gifts.” 

“Support of private colleges and universities by business 
corporations is neither reasonable nor practical and these 
institutions should fit their operations to required economy.” 


“At infrequent intervals we have made contributions for 
educational purposes, but in doing so have had in mind 
the usefulness of the institution to the company and to its 
employees.” 

“Our policy has been to contribute only to those organi- 
zations which are of benefit to the corporation directly and 
to its employees. This eliminated such agencies as the 
March of Dimes and the cancer funds, although we do 
stretch our policy to cover the Red Cross. We have con- 
tributed to local colleges, particularly those with night 
schools, as they are of benefit to our employees. We have 
cooperated with other colleges under a plan whereby the 
student works for part of the year and goes to school for 
part of the year. We have also participated in grants to 
certain colleges for experimental work for our industry, 
and perhaps this may be a method for providing help for 
educational institutions in the future. I personally hope 
not, as I think a gift with no strings attached is better for 
the school and subject to better use by the school.” 


“Outside the assistance that we regularly render to the 
different agencies in our city for the hospital, Red Cross and 
Community Chest, it has not been our custom to subscribe 
to outside agencies.” 

“Since the end of the war we have substantially decreased 
our contributions to the war organizations, including the 
Red Cross, since we feel that their requirements have been 
substantially reduced.” 


Industrial Machinery—General: Local Institutions 


“Our directors feel that charitable contributions should be 
confined to local institutions where a direct benefit to our 
employees is evident. Exceptions were made during the 
war period in the case of the Red Cross and USO. In the 
future, our contributions will probably be somewhat smaller 
owing to the shrinkage of profit margins and to the different 
tax situation.” 

“Our company has not recently been faced with the 
question of active support of colleges and universities. I 
feel confident, however, that should a drive for endowment 
funds be conducted by any institution in the near vicinity 
of our plants, the company would make a donation. At the 
present time, we are supporting one research fellowship.” 

“We make no distinction between requests for funds from 
colleges and universities as opposed to charitable or welfare 
organizations, confining ourselves in both instances to local 
institutions. Nearly thirty years ago, we established four 
annual scholarships, primarily for employees, or sons of 
employees.” 

“We do not contribute generally to schools in our city 
or elsewhere, on the ground that it is impractical to con- 
tribute to all; there is no basis for discriminating in favor 
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of local ones because our employees come from many col- 
leges and their sons go to many.” 

“We do not ever make donations to colleges and universi- 
ties because they serve only special and limited groups of 
people. Likewise, we confine our donations to charitable 
and welfare organizations which serve the entire public in 
the areas in which we do business.” 


Industrial Machinery—Specialized: Lend Equipment 
to Schools 


“In general, we favor support of local institutions, con- 
sidering favorably, as a rule, those of a welfare or char- 
acter-building type whose services are available to wide 
groups of people, such as the YMCA, the YWCA, Boy and 
Girl Scouts, Community Fund and Red Cross. Our con- 
tributions to colleges have been confined principally to 
one local institution. An established practice of this com- 
pany, interfered with by the war, has been the loan of our 
equipment to colleges and universities for their use in class 
and field studies. Prior to the war we also offered a special 
education discount on one of our products for laboratory 
use. We also give neighboring colleges certain laboratory 
and testing equipment which we replace from time to time. 
Charts, films and booklets on the construction and use of 
our product are frequently prepared for college use: Also, 
specialists in our research and sales departments speak at 
meetings of college students and faculty, and groups of 
college seniors in engineering and business courses visit our 
factory each year for inspection trips.” 

“We base our contributions to charitable organizations 
on the ground of benefits to the employees of our company. 
We could not justify contributions to universities on simi- 
lar grounds.” 

“The only distinction that we make is, first, whether they 
are capital requests or requests for funds for operating 
purposes, and, second, whether they are from local institu- 
tions or national institutions. Our local university recently 
conducted a financial campaign for the purpose of building 
a new library. Our company contributed to this fund on 
about the same basis as it has in the case of a new YMCA 
building or other local civil project.” , 

“We do not generally make any subscriptions to funds o 
colleges or universities, although a few years ago we made 
an exception to this in the case of a local institution. In 
this case the funds given were for scholarships.” 

“The guiding principle in our contributions has perhaps 
been that stockholders’ money might properly be given to 
charities which directly benefited the employee but it was 
questionable whether contributions to educational or chari- 
table institutions which did not immediately affect the em- 
ployee were justifiable.” 

“No distinction is made between requests for funds from 
colleges and universities as opposed to those from charitable 
or welfare organizations. Each case, mostly local, is judged 
on its own merits. We have in the past allowed scholarship 
grants and also aided to a certain extent in the purchase of 
books and teaching materials.” 


Machine Tools: Total Contributions Reduced 


“Relatively few contributions are made to any organiza- 
tions except those directly connected with our operations. 
There has been no change in our policy since the end of the 
war except to study each request a little more carefully 
because of the elimination of the excess-profits tax which 
made us a bit more free with our money.” 

“No sum is included in our budget for contributions to 
colleges and universities. These have been handled on an 
individual basis with no fixed policy established.” 


“We have always given to charitable institutions in pref- 
erence to universities and colleges, not for any very well- 
defined reasons but because we have always considered it a 
duty to give to charity. We have offered no other types of 
assistance to colleges and universities. Since the end of the 
war we cannot give as much as during the war because of 
reduced profits and because it would cost more net.” 

“We have rarely contributed to colleges and universities 
where we could not in some way attribute a benefit to the 
corporation from the training which the college was giving 
to young people in the immediate locality. Gifts have also 
been made at various times to another local school which is 
available for engineering consultation and a number of 
whose graduates we have in our employ as well as under- 
graduates taking part-time work. We have also made con- 
tributions to another local college because of the training 
which they are giving to our apprentices and to various 
members of our organization who are taking night-school 
work.” 

“The only assistance we have offered colleges and univer- 
sities has been to lend persons for technical discussions and 
to distribute brochures.” 

“We have given quite a few machine tools to universities 
and colleges for the use of their technical staff.” 

“Generally we have considered it our responsibility to 
help maintain the charitable and welfare organizations in 
our community largely through the Community Fund, the 
Red Cross and, during the war, the United War Fund. Our 
conception of proper contributing has not included gifts to 
educational institutions. However, we have on many occa- 
sions made machinery or tools available to such institutions 
at nominal prices.” : 

“We contributed to colleges or universities only occa- 
sionally. We have felt that, if we gave to one, we would 
receive many demands for similar contributions.” 

“For many years contributions by our company were lim- 
ited to the Community Fund and the Red Cross, our feeling 
being that they both contributed materially to the well- 
being of the community and were available to meet the 
needs of our employees. More recently we have relaxed this 
distinction somewhat.” 


Office Equipment: No Equitable Method of Allocation 


“It does not seem practical to determine an equitable 
method of allocating such gifts. Practically every privately 
endowed educational institution is trying to raise money, 
and there would simply be no end to the problem if we 
should let down the bars.” 

“Our company has not offered assistance of any type to 
colleges and universities. Since the end of the war, we have 
definitely taken a position, owing to the increasing number 
of requests made to us, of reducing the amount and number 
of contributions. We feel that the play upon the generosity 
of the community has been overdone.” : 

“While our company has had an educational assistance 
program for its employees for a number of years, it has 
not been our practice to make contributions directly to 
colleges or universities.” 

“We make no distinction whatever between requests from 
colleges and universities as opposed to those from charitable 
and welfare organizations. Each request is considered and 
handled on its own merit. We have never offered any as- 
sistance to colleges and universities through fellowships or 
scholarships.” 


Railroad Equipment: Contributions Curtailed 


“Each request received is weighed in the light of the 
worthiness of the cause and our financial ability to con- 
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tribute. As a matter of fact, the corporation rarely receives 
solicitations from colleges and universities. The end of the 
war did not alter our treatment of requests for contribu- 
tions, but, of course, our budget has been sharply curtailed, 
principally because of the diminishing demands of the spe- 
cial war agencies.” 


“Currently, we are contributing three scholarships per 
annum at $1,500 each, plus considerable equipment, to one 
college.” 

“Donations are made to local charities, the Red Cross and 
to a local college where training is given to young men and 
women fitting themselves for positions with industrial con- 
cerns. Our contributions have been greatly reduced as a 
result of the reduction in earnings following the cancellation 
of war activities.” 

“We do not necessarily draw a distinction between the 
two general phases of contributions, but we do feel that the 
charitable and welfare support should come first. We have 
made no changes in our treatment of requests since the 
end of the war other than to keep the total amount within 
due bounds and to strive to support only those which are 
worthy. This latter is now necessary in view of the great 
increase in projects seeking support in furtherance of the 
well-being of our social order.” 


“We have not contributed to universities except indirectly 
through the use of their research facilities for which we have 
paid a fee or established temporary fellowship.” 


“We try to make some contributions to local charities and 
welfare organizations, but as a company we do not con- 
tribute, except in rare cases, to educational institutions.” 


“We have financed a few scholarships at ————— Col- 
lege and have also from time to time made donations to 
its capital funds.” 


“Requests for funds from colleges and universities are 
screened to restrict consideration to request from technical, 
scientific and manual training schools which are engaged in 
research programs that are directly or indirectly related 
to, and dovetail with, similar activities of this corporation. 
Contributions to charitable and welfare organizations are 
confined principally to those cities and towns in which 
our principal offices, plants and shops are located.” 


OTHER MANUFACTURES 
Chemicals: Sponsor Research Projects 


“Tt has not been felt appropriate to make contributions 
from corporate funds to any specific private educational 
institution. It is now generally recognized that business has 
certain obligations to the communities in which it resides 
and that this justifies the decision to use corporate funds 
to support such generally beneficial activities as the Com- 
munity Fund, the American Red Cross, the Salvation Army, 
and the Boy Scouts of America. For some years, it has 
been our practice to give research and consulting contracts 
to members of the faculty of privately supported colleges 
and universities. Another equally important service which 
can be rendered to educational institutions is the contri- 
bution of time on the part of businessmen. For a number 
of years, executives of our company have served on the 
boards and committees not only of privately supported 
colleges and universities, but also of privately supported 
schools.” 

“Industry at large is certainly interested in maintaining 
a useful, high level of educational facilities in private insti- 
tutions because industry depends for its supply of young 
men to be trained for executive positions on the privately 
supported schools. Our board of directors has adopted 
a definite policy of considering each request for funds on 


the basis of its merits and, therefore, we have made some 
contributions to colleges and universities. We haves spon- 
sored some research programs through grants in aid and 
expect to make greater expenditures on endowed research 
in the future.” 


“We make no distinction between requests for funds from 
the two types of organizations. Other assistance offered by 
our company to colleges and universities includes sponsor- 
ship of university research programs through fellowships and 
the establishment of scholarships.” 


“Each request for contributions is considered on its 
merits. If we have any preference, I would say it was in 
favor of educational grants.” 

“In the past we, as a corporation, have made no contri- 
butions to any universities or colleges. We have sponsored 
a research program on a fellowship basis and it is likely that 
we will make some other contributions in the future.” 


“We contribute to local drives for charitable and welfare 
organizations operating in the communities in which our 
company has plants or offices. We also contribute to a few 
of the larger national welfare organizations. Ordinarily, we 
do not contribute to fund-raising campaigns of colleges and 
universities. We have rendered assistance, however, to col- 
leges and universities through establishing a number of 
scholarships and fellowships. During the last year, economy 
in expenditures has been emphasized particularly within our 
company and as a result there has been a more critical 
scrutiny of requests for contributions.” 


“It is not our policy to make contributions to colleges and 
universities for general purposes. We feel that all requests 
received from them are meritorious and it would be diffi- 
cult to contribute to one without opening the door to all.” 


Food Products: 
Welfare 


“We are more directly sympathetic to requests for funds 
from charitable and welfare organizations because theirs is 
a continuing proposition that is present at all times. This 
does not mean that we oppose contributions to colleges and 
universities.” 

“We are inclined to give more attention to requests for 
contributions from well-known and established charitable or 
welfare organizations than we are to colleges and universi- 
ties. We have offered scholarships to colleges and universi- 
ties and have contributed to certain research programs 
where such action seems to be a good investment.” 


“We do not make any undesignated gifts to colleges and 
universities, whereas we do contribute to the Community 
Chest and the Red Cross. The one exception is in the case 
of the United Negro College Fund and this was started dur- 
ing the period when we were integrating Negroes into our 
labor force and has since been continued.” 

“Our company has made only one grant to a local uni- 
versity and that was made in connection with the starting 
and continuing of a seminar on industrial relations.” 

“The only requests we have ever had from colleges and 
universities have been for capital funds, usually for building 
purposes. Therefore, they have been presented in the light 
of a nonrecurring expense and have been judged on their 
merits from that standpoint.” 


“We have adopted a definite policy against contributions 
for capital fund campaigns. One factor which contributed 
to our decision was that building programs, while numerous, 
are also impossible today to complete and usually any such 
contributions are held in escrow.” 


“Tt is our corporate policy to make gifts only where there 
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is some direct bearing in relation either to our employees 
or to our stockholders.” 

“We have made practically no contributions to educa- 
tional institutions. We have granted fellowships where fa- 
cilities were available for the study of our particular prob- 
lems.” 

“Any contributions our company has made to colleges 
or universities have been for specific objectives. We have 
made no contributions for endowment or other purposes.” 

“We are now in the process of reducing or eliminating 
our contributions to certain charitable or welfare organiza- 
tions because the competitive nature of our business is such 
that costs and expenses must be held to the minimum.” 


Paper and Products: Local Colleges Helped 


“We have no over-all fixed policies except in a broad 
sense. With specific application to colleges and universities, 
for instance, basically we do not contribute to endowment 
funds. However, in certain cases we have by special action 
contributed to reserve funds to make up a budget deficit. 
We do not contribute to institutions which are publicly 
supported, such as state universities, nor to educational in- 
stitutions located outside the communities in which we 
operate. In distinguishing between colleges and universi- 
ties, on the one hand, and charitable and welfare organiza- 
tions, on the other, there is a point involved in that we 
draw in a major way on certain educational institutions. 
This is beneficial to the company as an entity, and justifies 
close working relationships with those institutions to assure 
our ability to recruit the type of people we desire. We have 
also sponsored a considerable number of fellowships, and 
we expect to expand this program. Heretofore, these have 
been largely in technical fields, and we are considering 
broadening this to include industrial economics. Inciden- 
tally, we treat some of our contributions which might well 
fall into the educational category as business expenses.” 


“Contributions are based on the merits of each request, 
and in so far as possible, we like to help our own local in- 
stitutions. We have contributed to a fund for research 
through fellowships and for establishment of scholarships. 
Since the end of the war, we have reduced our contributions 
because of our lower profit margins, and because of the 
reduced tax rates.” 


“Requests for funds from colleges and universities are 
given the same consideration as those from any charitable 
or welfare organization.” 


“In the past two years our company has made contribu- 
tions to three universities for the support of specific research 
projects. One of these projects was in the field of manage- 
ment-labor relations. Another was in the field of tax re- 
search, and the third was in the field of chemistry. We are 
studying, at the present time, the advisability of establish- 
ing a scholarship program for each of our mill communities, 
but these plans have not yet been crystallized.” 

“While we support many charities in a most generous 
manner, we have not, as yet, felt any compulsion to assist 
financially or subsidize colleges or universities. We do assist 
various schools in this area through advertising subscrip- 
tions in their publications, and through support of such 
affairs as athletic contests, plays, etc.” 

“We limit contributions almost entirely to colleges and 
universities located in our general area. We have contributed 
at their request to specific programs, such as research in 
industrial relations, etc.” 

“The directors of a corporation should be sure that no 
contribution is made by the corporation unless the business 
or the employees benefit by it. Gifts to universities have 


been largely confined to those contributing directly to com- — 
pany technical problems.” “4 


“We are reluctant to make contributions to educational 
institutions.” 


“Support of any one educational institution or religious 
body usually results in solicitation by a number of others. 
The company has an established policy of supporting recog- 
nized charitable or welfare organizations, particularly where 
all, or part, of the funds are used locally and the work done 
can be considered of direct or indirect benefit to the com- 
pany and its employees.” 


“We have never assisted colleges or universities through 
scholarships, fellowships or special research programs, nor 
do we contemplate making any changes in this policy.” 


Textiles: Business Benefit Essential 


“There is a serious question in our minds as to the legal 
powers of corporation officials to use funds of the company 
for charitable or educational purposes except where em- 
ployees of the company or other corporate connections are 
involved. In communities where manufacturing plants are 
located and where employees or their dependents may from 
time to time require the services of charitable organizations 
then I think there is a direct connection with the expendi- 
ture of funds for this purpose.’ 


“Under the advice of counsel, we confine our contribu- 
tions to those organizations from which some benefit may 
be expected, such as the Red Cross, the local hospital, and 
similar causes. We have, in a modest way, engaged in 
research problems undertaken principally at a near-by col- 
lege and we have cooperated with this college in some of its 
investigations for graduate and senior students.” 


“We have a definite policy concerning charitable dona- 
tions, confining ourselves as much as possible to the large 
well-organized agencies such as the Community Chest and 
the Red Cross. Our policy toward the limited number of 
requests we receive from colleges and universities is some- 
thing less than definite.” 


“We recently made a contribution to a university building 
fund and last year we gave toward the erection of a new 
state hospital. These outlays are unusual as we feel that 
our contributions should generally be confined to chari- 
table and welfare organizations.” 


“We have never made a practice of donating to colleges, 
although we have done it upon occasion. Our contributions 
have been confined mainly to the Red Cross, hospitals, visit- 
ing nurse and community fund drives. There are, of course, 
labor trade papers, etc., to which we contribute for good- 
will. We have also in a small way supported scholarships.” 

“Our company has never responded to any requests for 
contributions other than those from such organizations as 
the Red Cross, Community Chest and the few that fall in 
a somewhat similar category.” 

“Our contributions to charitable organizations are lim- 
ited pretty largely, in volume at least, to the local Com- 
munity Chest, American Red Cross and agenciés of that 
kind. It is our general feeling that contributions, aside from 
these very essential local charities, belong in the personal 
rather than the corporation field.” 

“There is some pressure on corporate employers to con- 
tribute to hospital drives and other local charities in com- 
munities where their mills are located. We feel, however, 
that a corporation which provides employment in the com- 
munity should not be expected to contribute to such activi- 
ties. Its employees should do so out of the compensation 
which they receive.” 
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Recent Wage Changes 


VERAGE hourly earnings of production workers 

in the twenty-five manufacturing industries in- 

cluded in Tur ConrereNnce Boarp’s monthly survey 

have consistently risen over the previous month’s 

level in each month since the end of 1945. In Febru- 

_ ary, 1946, the wartime peak was passed, and the aver- 

age for February, 1947, was 13% higher. On the 

other hand, the average work week during the first 

two months of 1947 was much shorter than during 

the war period, although a slight upward trend was 
evident after the first part of last year. 

Weekly earnings, the result of the combination of 
hourly earnings and the number of hours worked, 
have risen each month since last June, and both the 
January and February, 1947, averages were above the 
highest point reached during the war. 

Real weekly earnings, or actual weekly earnings ad- 
justed for changes in the consumers’ price index in 
terms of 1923 dollars, have fluctuated so widely since 
the beginning of 1946 that no general trend can be 
discerned. However, even the lowest point reached 
during these fourteen months was substantially above 
prewar levels. 


WHAT CAUSED RISE 


The rise since the end of the war in average hourly 
earnings could have been influenced by one or more 
of three main causes—a change in the length of the 
work week, a shift in employment of one type or an- 


other, or increases in wage rates. Since these workers 
received the highest earnings in June, 1945, of any 
month during the war—$1.111 for an average hour’s 
work—that month was selected for comparison with 
February of this year, the latest month for which data 
are available. The increase in hourly earnings over 
this period of less than two years amounted to 16.5 
cents or 14.9%. 

The first factor to look for as a cause of higher 
hourly earnings is always an increase in the number 
of hours worked, provided that the additional hours 
are worked at premium overtime rates. In June, 1945, 
the work week averaged 45.2 hours and in February, 
1947, it was 40.8 hours, a decrease of 4.4 hours or 
9.7%. Therefore, the change in working hours would 
lower earnings instead of raising them, and other 
causes must be found for the large postwar increase 
in the average hourly return. 

The over-all change in employment from June, 
1945, to February, 1947, was a small rise of 0.9%. If 
this increase were evenly distributed among the 
twenty-five industries and the three groups of work- 
ers, the result would be lower hourly earnings, since 
new workers are customarily hired at lower rates than 
the older ones receive. But, in fact, the changes in 
employment in the individual industries ranged from 
a decrease of 30.8% to an increase of 42.1%, with six 
industries showing decreases and nineteen increases. 
Moreover, when the industries are ranked according 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS, 
TWENTY-FIVE MANUFACTURING INDUSTRIES 


Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Average | Average 
Actual | Nominal 


—_—— | $$ | —_ | —_ 
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Index Numbers, 1923=100 


Actual Worker 


167.7 156.6 82.5 106.5 87.9} 178.6 
163.7 | 153.4 79.7 104.5 83.3 171.1 
174.5 163.5 82.7 109.0 90.1 190.2 
176.3 164.5 82.1 114.5 94.0} 201.9 
173.5 161.1 79.9 | 114.6 91.6 198.8 
177.4 164.0 80.9 118.2 95.6 | 209.7 
179.0} 156.3 81.3 | 119.1 96.8 | 213.2 
183.2 156.6 81.5 121.1 98.7 | 221.9 
184.7 | 161.2 81.3 122.7 99.8 | 226.6 
187.1 155.9 82.1 123.2] 101.1] 230.5 
188.4 155.2 82.1 125.8 | 103.3} 237.0 
189.0r} 153.87} 82.17} 126.17} 103.57} 238.37 
178.7 158.4 81.5 117.1 95.4 | 209.3 
193.6 Lia 82.9 | 127.1 105.4 | 246.1 
195.5 159.5 82.9! 128.8 | 106.81 251.8 
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to the hourly earnings of their workers in June, 1945, 
the six industries whose employment decreased are 
all found in the upper half of the list, while of the six 
industries with the largest increases in employment, 
five are in the lower half. So the shift in employment 
was evidently from the higher-paid industries to the 
lower-paid ones and the net effect would be to lower 
hourly earnings even more than the over-all increase 
in employment would indicate. 

The other point to be considered in evaluating the 
effect of employment on hourly earnings is the dis- 
tribution of workers among the three groups—female, 
unskilled male and skilled male. In June, 1945, the 
proportion of the workers in these groups was 26.8%, 
13.0% and 60.2%, respectively. By February, 1947, the 
corresponding figures were 19.4%, 14.9%, and 65.7%. 
This increase in the highest-paid group, the skilled 
males, with the decrease in the lowest-paid, the 
women workers, would tend to raise hourly earnings 
somewhat, but certainly not so much as the 14.9% 
increase which actually occurred. 


FURTHER RISE EXPECTED 


Thus, working hours were decreased, cutting 
premium overtime pay; some workers moved from 
higher-paid to lower-paid industries; and, finally, 
the effect of the shifts in the proportion of workers in 


the three groups was not sufficient to offset the low-. 
ering effects of the first two factors. So it must be 
concluded that the increase in hourly earnings since 
the war is owing entirely to wage-rate increases. In 
this connection it may be noted that the United 
States Bureau of Labor Statistics found that urban 
wage rates in all manufacturing industries were 19.3% 
higher at the close of 1946 than on V-J day. 

A new round of increases has recently been an- 
nounced by the major companies in three industries— 
iron and steel, automobile and electrical manufactur- 
ing. The increases in hourly rates will amount to 
12.5 cents for the steelworkers and 11.5 cents for 
those in the other two industries. The rise in the 
average earnings of all workers in’ these industries 
depends, of course, on what proportion of the indus- 
try pays the new rates. Assuming that the rest of 
the companies in each case grant the same increases 
as those already announced, the new hourly earnings 
will be approximately 9% higher than the February 
averages. Besides these increases, the provisions for 
paid holidays will also tend to raise earnings in cer- 
tain months. A continuation of the rise in hour- 
ly earnings can be expected during the months follow- 
ing February. 

Exizaseth P. ALLIson 
Statistical Division 


Department Store Prices 


HE second largest annual increase since 1941 in 
department store retail prices occured from Janu- 

ary 31, 1946, to January 31, 1947. This increase 
amounted to 11.8% as shown by THE CoNFERENCE 
Boarn’s study of department store prices. It brought 
the total increase since January 31, 1941, to 47.4%. 
The largest annual increase, 15.8%, occurred in the 
first year this series was constructed—from January 
31, 1941, to January 31, 1942. In the middle of the 
following year price controls were instituted and the 
increase for that year was only slightly more than 3%. 
From January, 1943, to January, 1946, a further in- 
crease of 9.8% took place, partly as a result of allowed 
increases for certain items under control and increases 
for other items not under control. During the war 
period, the quality of many items deteriorated con- 
siderably. In compiling this index, emphasis was put 
on obtaining price changes for items of the same qual- 
ity from year to year, thus reflecting another group of 
' effective price changes. Consultations with buyers and 
others from leading department stores and buying 
organizations were held each year to review the speci- 


fications of items in certain departments, e.g., wom- 
en’s and misses’ dresses, where style factors and qual- 
ity of materials both affect the price. The individual 
report forms were completed in most instances by the 
various store buyers who were best able to recognize 
and compare qualities from one period to another. 


RESULTS OF SPECIAL STUDY 


By November 9, 1946, price controls were lifted on 
all items except rents, sugar, rice and molasses. From 
January 31, 1946, to January 31, 1947, there were, 
therefore, nine and a half months of controlled prices 
and two and a half months of uncontrolled prices. It 
can be assumed then that the increase of 11.8% re- 
ported for this year includes a rather sharp increase 
during the latter part of the period. This annual in- 
crease is two points larger than the total increase 
shown for the three preceding years. 

The figures on department store prices presented in 
the accompanying tables are based upon special stud- 
ies made by THe ConFreRENCE Boarp for the National 
Retail Dry Goods Association. The department in- 
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dexes derived in the original survey were weighted 
by inventory data and were used chiefly for the pur- 
pose of computing taxes under the last-in-first-out 
inventory method. These department indexes were 
reweighted by sales figures for the study reported 
here, since sales figures were considered to be more 
indicative of the movement of commodities and, there- 
fore of the price movements as they affect the con- 
sumer. 

Table 1 shows the increase taking place in various 


categories of department store prices from January 


31, 1941, to January 31 of the years 1945, 1946 and 
1947. This base date, January 31, 1941, also happens 


' to be the base date of the Little Steel formula which 


Table 1: 


was used so extensively in adjusting wages to the cost 
of living. 

It is interesting to compare the results of this study 
with the Board’s regular quarterly surveys of con- 
sumers’ prices in the United States. The comparisons 


Changes in Department Store Prices, 
1941-1947 


THE ConrerRENCE Boarp 


Source: 


Percentage Increase from Percent- 
January 31, 1941, to 

Item 

January | January | January 


| | | 


Clothing: 
Women’sandchildren’souterwear| 34.3 7.6 
Women’s and children’s under- 
wear and hosiery..............] 33.5 11.0 
Men’s and boys’ clothing and fur- 
in Aer) es OR Re Cae eee 27.9 18.0 
Boots and shoes............... 11.0 23.9 
Housefurnishings: 
Furniture and other housefur- 
nishings, including china and 
PIASE WANE 5 cls fies elena ayes 26.4 11.6 
Household linens...............] 37.5 17.9 
Miscellaneous items.............] 29.9 11.3 
PUMMDEMOUE sds ioe ees oh. B01 11.8 


Table 2: Changes in Department Store Prices 
Compared with Changes in Consumers’ Prices 


Source: Tur Conrerence Boarp 
Department Store Consumers’ Price 
Retail Price Index | Index Percentage 
Item Percentage Increase Increase 


January 31, 1941 to 
January 31, 1947 


January 31, 1941 to 
December 15, 1946 


Men's clothing. (4.0.5) vee 54. 8a 50.8 
Women’s clothing.............. 48.56 37.9 
AlWclothingt i). (sacs cl ri ekoen 49.8 45.0 
Housefurnishings.............. 48 le 43.1 
JAI oat CBee seks Se Ete ot 47.4 44.3 


alncluding boots and shoes and handkerchiefs. 

bIncluding boots and shoes, handkerchiefs, hand bags, aprons, and housedresses. 
Excluding furs, 

cIncluding household linens. 
are necessarily confined to the national averages. The 
second table contains a comparison of the respective 
changes shown by the two series compiled by the 
Board. It must be remembered that the regular con- 
sumers’ price surveys cover not only items carried 
by department stores, such as clothing and house- 
furnishings, but also others, such as rent charges, fuel, 
automobile purchase and upkeep, and personal serv- 
ices including beauty and barber items, medical costs, 
etc. For this reason only similar groupings have been 
compared. The change in the all-items consumers’ 
price index (7.e., clothing and housefurnishings com- 
bined) closely resembles that of the department store 
index. The department store price changes cover the 
period January 31, 1941, to January 31, 1947, while 
the consumers’ price index covers January 31, 1941, 
to December 15, 1946 the latest quarterly figure pub- 
lished. If data were available for comparable dates, 
the similarity between the changes would be even 
closer. The material already compiled for the March 
consumers’ price indexes indicates that further in- 
creases occurred in all the groups listed here. 


Mary A. WERTZ 
Statistical Division 


Durable Goods Shipments Advance 


LL manufacturing industries have increased their 
inventories since the end of the war. The size 
and timing of the expansion, however, has varied 
widely. The value of inventories of the nondurable 
goods industries began to increase immediately after 
the end of the war. It mounted steadily, with only 
minor and infrequent recessions. The February level 
was 36% greater than that of July, 1945. 
The textile, apparel, and leather industries con- 


trasted sharply with the chemical industry in the size 


of inventory increases. In the chemical industry it 


is probable that stocks on hand at the end of the 
war—suitable for peacetime production—were more 
adequate than those in the apparel and textile indus- 
tries. Ratios of inventories to sales for the latter in- 
dustries have therefore increased more rapidly. 
Total inventories held by the durable goods indus- 
tries continued to decline until February, 1946, then 
rose sharply. Postwar liquidation of stocks was re- 
flected in the machinery and transportation equip- 
ment industries. In contrast, the value of inventor- 
ies held by the iron and steel industries did not show 
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MANUFACTURERS’ INVENTORIES, SHIPMENTS AND NEW ORDERS 
Source: Department of Commerce 
Index Numbers, 1939=100 ; 
Percentage Change 


1947 


Item 
February January! 

EIVOTLEOLIOS 2 = fobs ios v-é 2 elayeroldiova/aislayefe sTekooR ta Q11 
Durable goods... 25... .k'< 0b vitae siolis ules 230 
Automobiles and equipment ............. 280 
Transportation equipment (except autos) 854 
Tron and steel and products.............. 141 
Nonferrous metals and products.......... 179 
Machinery, including electrical .......... 305 
Nondurable goods: ..::........c.cce00085 195 
Chemicals and allied products............ 203 
Food and kindred products.............. 204 
Paper and allied products................ 192 
Petroleum refining............i.ceeee00 131 
Textile-mill products...................- 174 
Bhipments: 25 22sec baste ieee 292 
Durable ' goods: #535. fRcne wou medas ce menere 814 
Automobiles and equipment ............. 273 
Transportation equipment (except autos). 568 
Tron and steel and products.............. 254 
Nonferrous metals and products.......... 374 
Machinery, including electrical........... 374 
Nondurable ‘goodstr/25i'3'24 sidajertie Soe ier QT7 
Chemicals and allied products ........... Q76 
Food and kindred products.........-.... 309 
Paper and allied products................ Q75 
Petroleum and coal products........,..... 235 
Textile-mill products.................20: 230 
Now (Orders ir. rains oteleies bcniee semistnn eas 255 
Dutable goods. a sakttcts ance sind cto le 293 
Tron and steel and products.............. 321 
Machinery, including electrical........... 342 
Nondurable goods..............s00000e005 232 


Jan., 1947 | Feb., 1946 - 
to to 
February || Feb., 1947 | Feb., 1947 


+1.4 | 426.3 
+2.2 | 432.9 
+4.5 | +40.0 
44.3 | +45.5 
+0.7 | 417.5 
+0.6 | +28.8 
+2.0 | +35.0 
+0.5 | 421.1 
18% +21.6 
-1.4 | +92.2 
+3.2 | 419.3 
-1.5 | +17.0 
0.6 | +23.4 
+6.2 | +59.6 
+7.2 |+105.2 

+10.1 | +287.0 
0.2 | +15.4 
+3.3 |+176.1 

+12.0 |+199.4 
+12.3 | +88.9 

+5.8 | 435.8 
44.5 | +29.6 
+5.5 | +87.3 
+6.6 | +48.6 
42.2 | +52.6 
+7.0 | +23.0 
45.4 | 487.1 
+8.5 | +63.7 
+9.9 | +96.9 

+12.1 | 445.5 
+3.1 | 492.8 


1Revised 

2Figures relate to the end of the month 

the typical postwar decline. Their increase, however, 
-has been much more moderate than for the other 
durable goods industries. 

The high level of manufacturing activity in the 
short month of February is reflected by a rise of 6% 
in the daily average value of shipments, and the fur- 
ther increase—although less than in recent months— 
in the book value of manufacturers’ inventories. A 
slight decline in dollar value occurred since January, 
but aggregate shipments on an index number basis 
are at a new high of 292 (1939=100), or 60% above 
a year ago. The largest percentage increases in the 
indexes appeared in the nonferrous metals and ma- 


chinery industries. Increases ranging from 4.5% to 
7.0% occurred in the nondurable goods indexes. 

More than four fifths of the February rise in the 
value of manufacturers’ inventories can be attributed 
to manufacturers of heavy goods. An advance of 2% 
in durable goods inventories brought the index of 
those goods to a point 130% higher than the 1939 
level. Rising prices were an important factor in this 
expansion. Dollar volume of stocks in soft goods was 
less than twice as great as in 1939, while the index 
showed a slight increase over the previous month. 


Anita R. Koretson 
Division of Business Economics 
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